86TH CoNGRESS HOUSE OF REPRESENTATIVES REportT 
1st Session No. 360 


AREA REDEVELOPMENT ACT 


Mar 1, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Spence, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 


[To accompany S. 722] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 722) having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Strike all after the enacting clause and insert the matter which 
appears in italic in the bill herewith reported to the House. 


Wauat tHE Britt Woutp Do 


S. 722 contains seven major provisions, 

First, the bill would create an Area Redevelopment Administration 
within the executive branch of the Government. It would be headed 
by an Administrator whose compensation would be $20,000 per annum. 
His appointment would be subject to Senate confirmation. 

Second, the bill would authorize the Administrator to designate two 
types of redevelopment areas—industrial and rural—in the United 
States. The Administrator would designate as industrial redevelop- 
ment areas those areas suffering from substantial and persistent un- 
employment, and as rural redevelopment areas those areas with a 
large percentage of low-income families and substantial unemploy- 
ment or underemployment. An overall program for the economic 
development of each area would then be prepared by the leaders of 
the area with advice and assistance of local authorities and the Area 
Redevelopment Administration. This would be subject to the 
approval of the Administrator. 

hird, the Administrator could make loans for industrial projects 
in industrial redevelopment areas out of a revolving fund of $75 million. 
He could also make loans for industrial projects in rural redevelopment 
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areas out of another $75 million revolving fund. These funds would 
be established by appropriations. 

Fourth, the bill would authorize the Administrator to make loans 
and grants for constructing or improving public facilities, or for pur- 
chasing or developing land for public facility usage in redevelopment 
areas. Such a loan or grant could be made only upon application by 
a State or local governmental unit. The bill would authorize an 
appropriation of $50 million for loans and one of $35 million for grants, 

Pitt, the bill would authorize the Administrator to provide tech- 
nical assistance to redevelopment areas. It might be provided by use 
of the staff of the Administrator or by contract with individuals or 
institutions. 

Sixth, the bill contains two sections which would vest additional 
authority in the Housing and Home Finance Administrator in ofder 
to assist industrial redevelopment areas. Grants and loans for slum 
clearance could be made in these eases under title I of the Housing 
Act of 1949 without regard to certain existing requirements of that 
act. Planning advances authorized by the Housing Act of 1954 would 
be made available to all communities in industrial redevelopment areas 
without regard to the population limitation otherwise applicable. 

Seventh, the Secretarv of Health, Education, and Welfare could 
provide information and financial assistance in connection with voca- 
tional training programs, and the Secretary of Labor would be author- 
ized to pay subsistence payments up to 13 weeks for persons receiv- 
ing such vocational training but not then receiving unemployment 
compensation. 

BACKGROUND OF THE BILL 


The problems which S. 722 is designed to meet are not new. The 
rovisions in S. 722 have been considered in one form or another by 
our separate committees of Congress in the past 5 years. 

The Joint Economie Committee was the first congressional group 
in the 84th Congress to call for Federal action to help chronically dis- 
tressed communities. In its 1955 report, the Joint Economic Com- 
mittee urged that the public works program should be speeded up, 
and that loans and technical assistance should be extended to help 
these distressed communities to improve their economic conditions. 

Later, in the same year, the Joint Economic Committee made a 
careful study of low-income families in the United States and in its 
report the committee called attention not only to the problems of 
depressed industrial areas but also to the persistence of low income 
in various rural areas in the country, particularly in the South. The 
committee favored a comprehensive Federal program which would 
combat the basic causes of economic distress both in depressed indus- 
trial areas and in regions where low incomes prevailed. 

In 1956, the House Banking and Currency Committee reported 
favorably to the House H.R. 11811, a bill to aid chronically depressed 
areas. Although the House failed to act on this measure, a similar 
bill, S. 2663, was reported by the Senate Committee on Labor and 
Public Welfare, and passed the Senate on July 26, 1956. 

Both major parties in their respective 1956 platforms called for 
Federal legislation to aid economically depressed areas. 

An almost identical bill, S. 3683, 85th Congress, passed both Houses 
of the Congress in 1958, but was pocket-vetoed by the President on 
September 6, 1958. 
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S. 722, as reported, is a product of careful study and deliberation. 
Public hearings were held by Subcommittee No. 3, headed by the 
Honorable Wright Patman, on the companion bill to S. 722, H.R. 
3505, introduced by the Honorable Brent Spence. They lasted from 
March 9 to March 20. Over 70 witnesses were heard, including repre- 
sentatives of the Department of Commerce, the Housing and Home 
Finance Agency, and the Small Business Administration. Helpful 
testimony was also offered by Members of Congress who appeared 
before the subcommittee. Witnesses representing labor organiza- 
tions, agriculture, industry, and civic groups gave the subcommittee 
the benefit of their knowledge and judgment. The subcommittee 
went into executive session on April 14. Several amendments were 
adopted to the Senate-passed bill, reducing the total dollar authoriza- 
tions from $390 to $251 million. The bill was then reported to the 
full Banking and Currency Committee which in turn acted favorably 
on it on May 5, 1959. 


Curonic LocaLtizeEp DrpresstIon—Wuy AND WHERE 


(1) TECHNOLOGICAL CHANGE 


The key to the increasing prosperity of the American economy has 
been productivity, which in turn stems from technological progress. 
The economy as a whole benefits from such technological change, 
but some of the workers displaced by innovations or technological 
shifts are not readily reabsorbed into the ranks of the employed. 

One community thus affected is Altoona, Pa. Until recently, 
Altoona was the largest steam locomotive repair center in the United 
States. The rapid dieselization of railways since the end of World 
War IT has changed the pattern of skills required by locomotive 
repairmen. A large number of fairly specialized mechanics were 
formerly employed i in Altoona in the repair shops. But as railroads 
switched from steam to diesel locomotives, their skills were no longer 
required. Diesel locomotives are not repaired by the same type of 
mechanic, nor in the same place, as the older steam locomotives. 

Technological change has also contributed to the displacement of 
coal miners. Many communities in the coal mining centers of Ken- 
tucky, Pennsylvania, southern Illinois, and West Virginia have wit- 
nessed rising local unemployment which has been partly due to the 
replacement of miners by mechanical cutters. 


(2) MIGRATION OF INDUSTRY 


The cotton textile industry of New England began its mass migra- 
tion to the South during the short but sharp depression which fol- 
lowed World War I. This migration continued for the next two 
decades. It was halted by World War II when the cotton mills of 
both the North and the South were operating at or close to capacity. 
Since the end of the war, there has been a further substantial shrinkage 
of the industry in New England. 

Prior to W: orld War II, the woolen and worsted industry remained 
highly localized in New "England. But following the war, this in- 
dustry, too, began to move south. Mill after mill i in New England was 
liquidated, while new and modern textile mills, in both the cotton- 
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synthetic and woolen-worsted industries, were built in the South. 
Thousands of textile workers were left stranded in New England, 
New York, and Pennsylvania. The full-fashioned and seamless 
hosiery industries likewise migrated southward displacing many 
hosiery workers in the North. And there has been some migration 
of the glove and apparel industries to low labor-cost areas. 

A number of communities have been adversely affected by the out- 
migration of industry. Among those have been the Massachusetts 
textile cities of Lawrence, Lowell, Fall River, and New Bedford; 
Manchester, N.H.; the Utica-Rome area in New York; Philadelphia 
and Reading in Pennsylvania; Providence, R.I.; and to a lesser extent 
Paterson, N.J. Other communities, such as Brockton, Mass., have 
experienced a high level of localized unemployment due to the migra- 
tion of shoe factories. 

A community does not recover easily from the sudden impact of 
the liquidation of a large mill or factory. The textile industry is labor 
intensive; that is, a large number of workers are employed per dollar 
of capital invested. Many of the New England textile mills which 
have been liquidated in recent years employed 5,000 or more workers. 
These mills were not closed down overnight, but when their manage- 
ments decided to liquidate, thousands of workers were laid off over a 
period of several months, and the displaced workers were not readily 
reabsorbed into new jobs. 

The migration of industry is not new in the United States; indeed, 
it has been going on virtually since the beginning of industrialization 
in this country. Although the statistical evidence on this score is 
scanty, there is a strong presumption that there has been more 
sudden movement of industry during the postwar period than during 
comparable periods in the past. The number of communities which 
have become chronic surplus labor areas due to this cause has been 
large. And the communities which have become depressed areas 
due to the migration of industry have often experienced the greatest 
difficulty in adapting to change. 


(8) SHIFTS IN DEMAND 


Although technological change has contributed to the decline of 
employment in coal mining by reducing employment per ton of output, 
an even more important cause has been a shift in demand from coal 
to oil on the railroads, in industry, and in homes. The declining 
consumption of coal has had secondary effects on such communities 
as Cumberland, Md., for example, where railroad manpower require- 
ments have been severely curtailed due to the reduced shipments of 
coal. 

(4) PROTRACTED SEASONAL UNEMPLOYMENT 


Some resort communities, such as Atlantic City, N.J., and Ashe- 
ville, N.C., have high levels of employment during the summer 
months, but experience so much unemployment during the remainder 
of the year that they are classified as surplus labor areas. 

Other areas such as Durham, and the Winston-Salem area of North 
Carolina, which are important tobacco manufacturing centers, may 
have a balanced labor supply for about 4 months out of the year 
while tobacco manufacturing is at its seasonal peak. But for the 
remainder of the year, these communities are surplus labor areas. 
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These and other communities in the upper South have also felt the 
impact of declining job opportunities in the domestic textile industries, 


(5) DEPLETION OF RESOURCES 


Although this has not been a major cause of localized depression, a 
few communities have become surplus labor areas because the basic 
resource which formerly supported employment in these areas has been 
depleted. Tacoma, Wash., has suffered from unemployment due to 
the diminishing supply of saw and peeler logs. 

The depletion or exhaustion of high-grade and easily accessible 
seams of coal have contributed to chronic unemployment in the 14 
coal-mining areas which have been classified as surplus labor areas for 
a good part of the time in recent years. Similarly, the exhaustion of 
accessible and high-grade deposits of zinc, lead, and iron ore have pro- 
duced substantial unemployment in a few areas. 

In other areas, the depletion of resources has not been the primary, 
direct cause of unemployment, but has been a contributing factor. 
Iron Mountain, Mich., for example, became a surplus labor area when 
the largest firm in the community, a manufacturer of wooden station 
wagon bodies, closed when adequate supplies of steel supplanted wood 
in this use in 1953. Conditions in this community were further ag- 
gravated by the decline in lumbering and iron mining due to the 
gradual depletion of resources. 


Tue Neep ror AcTION 


Your committee is convinced that Federal legislation establishing 
a comprehensive unified program to help depressed areas is long over- 
due. Many localities have long been suffering from chronic unemploy- 
ment. This unemployment presents a double threat to our way of life. 
It threatens our internal development, and it threatens our external 
security. 

It threatens our internal development because that development 
has been based on a continually growing domestic market. If many 
people, through unemployment, are removed from the market as 
full-scale consumers, our economy will not continue to grow as it 
might. Moreover, a powerful motive force in our economic growth 
has been our acceptance of equality of opportunity as a social goal. 
If opportunity is severely limited in many communities through no 
fault of the communities themselves, faith in our objectives will be 
impaired and the motive force which that faith supplies will be cor- 
respondingly weakened. 

Chronic unemployment threatens our external security both be- 
cause it supplies our enemies with propaganda material and because 
it prevents us from realizing our full strength. The leaders of many 
hundreds of millions of the world’s people are hostile to us; one of their 
central doctrines is that unemployment is inherent in our system, 
hence any unemployment we experience is a propaganda success for 
those leaders. But of more tangible importance to our security is 
the loss of production and income and the dissipation of human effort 
resulting from our failure to utilize our full economic potential. It 
increases the costs of Government and the cold war Seana by the 











6 AREA REDEVELOPMENT ACT 


employed groups. Unemployed people and unused capacity dis- 
courage our friends and encourage our foes. 

Your committee is fully convinced, then, that chronic unemploy- 
ment anywhere in our economy is a matter of national concern. 

Depressed industrial areas have many common characteristics; first, 
they are areas which have lost certain historic locational advantages, 
as discussed above in this report. 

Second, they are areas where local enterprise and initiative have 
usually been smothered and repressed by the existence of persistent 
and chronic unemployment. Areas suffering from prolonged unem- 
ployment are like individuals who have been physically ill or unem- 
ployed. They lose heart and courage. They become resigned and 
discouraged. Their physical energies have been drained. They are 
like unemployed individuals who need the outside help of a profes- 
sional agency dedicated to providing them with specific guidance and 
courage “and assistance. Outside assistance, your committee believes, 
must come from the Federal Government. 

Third, they are areas which have low financial resources and are, 
therefore, least capable of raising the capital required for long-term 
bold programs for rehabilitation. The very fact that unemployment 
has persisted and become chronic has meant that the communities’ 
tax rolls have suffered and their financial resources have been drained. 
They are not as capable of financing their own programs as are the 
more prosperous communities. 

Your committee believes that, in general terms, programs designed 
to aid depressed areas—those characterized by underemployment 
and misallocation of resources—have much in common, regardless of 
whether they relate to agricultural or industrial areas. Both types of 
areas require additional capital resources, new industrial development 
to absorb labor surpluses, increased availability of credit and tech- 
nical assistance to the community; expansion of vocational educa- 
tion available to the local population; and enlarged and improved 
community facilities and services. It was emphasized during your 
committee’s hearings that expansion of economic activity provides 
the only long-run solution to the problems of industrial areas with 
a chronic labor surplus. To achieve this goal, local producers should 
be enabled to take advantage of additional opportunities to expand 
and increase their level of output; surveys are needed to appraise and 
evaluate existing and potential local resources in order to assess the 
area’s capacity for future economic growth; new industries and ex- 

anding industries which can put local resources to economic use must 

e encouraged to establish plants in depressed areas; workers must be 
afforded opportunity for training which will fit them for new jobs; 
and assistance must be given to needy workers while they are under- 
going such training. Your committee is firmly convinced on the basis 
of the testimony it received that all of these programs should be 
administered by a single agency in the Federal Government. 

We cannot rely on local efforts alone. We have relied upon such 
efforts in the past in most communities now considered distressed 
and they proved to be inadequate. The failure of such local efforts 
is the reason that the distressed areas problem has become a national 
problem. The greater national interest dictates that continued eco- 
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nomic distress anywhere is destructive of the national well-being and 
at variance with the Employment Act of 1946, which states: 


It is the continuing policy and responsibility of the Federal 
Government * * * to coordinate and utilize all of its plans, 
functions, and resources for the purpose of creating and 
maintaining * * * maximum employment. 


Tue Cost or THE PROGRAM 
(1) COMPARISON OF BILLS 
The following table compares new authorizations in the Senate- 


passed bill, the bill as reported to the House, and the administration 
bill: 











8. 722 8, 722 H.R. 4278 
(as passed (as reported | (administra- 
Senate) | to House) tion bill) 
(in millions) 
aiietied i—-—-— 
Pishs loetts CNGUStTIOl OPENS) 6 cc cnuccccennctccesnncsacscbamnn $100.0 $75.0 
Peens Wate (FUrG? GIGS bone ccs cdcckdactwncccandatedbesweulll 100.0 75.0 None 
RIE TOGO DORIIR . Sn cncanal cciignentassgnamiamediims emma ke 100.0 50.0 ' None 
Public facility MUNENN. = + <c.0~ oo anheanndakeaenaaseeanaeneenaamnis 75.0 35. 0 None 
Retraining subsistence pay Bb ts iii cadcdbokbenbnch ot) | 10.0 10.0 ao 
VGCmeONS) BAINES GrORtR soo 4s tena vdchncpstdddcenebigbene | (2) 31.5 
PGR OR! WESIIOO nd ods orice devin dnccccamebeabbdiadesodunh 4.5 34.5 
AES gale $53 


Potent Sel Sea eee | 4389.5 251 


1 IT.R. 4278 authorizes extending existing public facility loan program (now limited to $100 million) to 
cover distressed areas. 

2 No limit specified 

3 Per year. 

* Exclusive of unspecified amounts for vocational training grants. 

§ Exclusive of unspecified amounts for public facility loans and vocational! training grants. 


It will be seen that the bill your committee reported represents a 
cut of about one-third in the amounts authorized by the Senate- 
passed bill. Although a strong case was made during the hearings 
to support the amounts in the Senate-passed bill, your committee 
decided upon the lesser amounts in the hope that this compromise 
would result in getting this legislation on the statute books without 
further delay. 

Your committee most sincerely hopes that the spirit of reasonable- 
ness and true compromise, which has been its guide, will be met in 
the same spirit by the administration in acting on this bill. 

Further cuts cannot be made without serious danger of killing this 
new program before it can get started. Half way measures in this 
area could easily be worse than none. If an inadequate bill is adopted 
it could discredit all Federal efforts to bring effective assistance to 
these hard-hit communities. 


(2) PRIMARILY A LOAN PROGRAM 


As shown in the table above, four-fifths of the funds authorized 
by your committee’s bill would be for loans. Most of these loans 
would be plant loans, made at an interest rate that would more than 
cover the cost to the Federal Government of borrowing money, plus 
another one-half of 1 percent to cover administrative expenses and 
build up a reserve for losses. Public facility loans would be made at 
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an interest rate covering the average rate the Government pays on 
its outstanding obligations, plus another one-fourth of 1 percent to 
cover administrative expenses and costs. The same interest rate 
formula is now in effect in connection with the college housing loan 

rogram and experience with that program has shown that one- 
fourth of 1 percent is ample to cover administrative expenses and 
losses; it is reasonable to expect it will also cover expenses and losses 
on these public facility loans, because remarkably low loss rates now 
prevail on municipal borrowings for this purpose. It is therefore 
reasonable to expect that the bulk of the expenditures under the bill 
will be investments, returning to the Government enough in interest 
payments to cover all costs to the Government. 


(8) COST OF DOING NOTHING 


Depressed areas are expensive. If we do nothing about them, we 

ay for them directly through increased unemployment compensation 
Benefits, and indirectly through loss of production. A representative 
of the Department of Labor told your committee in 1956 that if the 
ratio of unemployment in labor-surplus areas could be reduced to 
the national average, we would save about $100 million a year on 
unemployment insurance. This estimate was based on unemploy- 
ment compensation benefits of $1,350 million in 1955; since the corre- 
sponding figure for 1958 is $4,100 million it will be seen that substan- 
tially larger savings from this program can be expected today. This 
represents a direct saving; there will, of course, be even larger indirect 
benefits through increased production in depressed areas, including 
larger tax collections at all levels of Government. 


(4) COST OF BILL COMPARED WITH SIMILAR GOVERNMENT INVESTMENTS 
ABROAD 


The President’s budget message this year included the following 
statement: 


The United States is directing its diplomacy and devoting 
a substantial share of its economic resources to m aintaining 
world peace and the security of free nations. In a world 
which still contains much want and suffering, it is a goal of 
our foreign policy to promote the economic stability and 
growth of less developed countries. This is as vital to us as 
it is to the countries concerned in the present world situation. 

In order to carry out this policy, the President has recommended 


expenditures of billions of dollars. The following figures, also taken 
from the President’s budget message, give some indication of the 
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size of our current effort in the field of economic and technical develop- 


ment abroad: 
[Fiscal years; in millions] 





Budget expenditures Recom- 
adipic kil mended 
Program or agency new obli- 
1958 1959 1960 gational 
actua! estimate estimate | authority 
for 1960 
International Monetary Fund subscription (proposed 
SE bs nnns = aun det dhaeanDabheosbanmeewsredainauaman ale Gt Evcncnubeaesbcabtesasese 
WIDOFE-SENNGS IGN O. 6 9 be - parti ds csdbantst check) $340 243 MED Miicibsocunes 
Mutual security, economic: 
Development Loan Fund: 
PPE TORI OTOL 4 sc cbeicdmcepumsdanraeeocneans 2 125 OE Fs ics 7 
FR POTEET IE in nennccaneteduptaghboesadslasmnanetes ania camiemunsdos 20 $700 
Delense support: 
POO DOUNEOED., i nse codiuinmmaauniin Gaeetid 874 815 Gt Renedudenndenn 
FVOROROG (OR SIRE co si cccuicn cess cewunsespepel feocedbontidsloeacdassae 265 835 
Technica! cooperation 
TE: PL, cknd.nctuniasdouiiiummadiatstiietne 140 159 OW th leaccdee 
Proposed legislation __-.- ddd daidewerebenhbaad LMdbbiess< 44 bebtounee 85 211 
Contingencies and other assistance: 
PGE Sg nts’ cess + as cemmoaeaennnee 408 47 , | a ae 
Proposed legislation _. 5 = Saks Sees seretes Mbapaeinrpaniieasesened 226 584 
Other (primarily Department of Agriculture emergency 
famisio TOHGT GHrOGU) 3 Uo soci canieepesenddd-<enneae 146 135 126 115 
TOG . < ccandetsiccceuadiddsedidsicdiuabhoniden 1,910 3, 322 | 1,774 2, 445 


This reference is not intended to be critical of these expenditures. 
Your committee has been instrumental in writing the laws under 
which the International Monetary Fund, International Bank for 
Reconstruction and Development, International Finance Corporation, 
and Export-Import Bank operate, and has supported these institu- 
tions in their investment programs, which have been to the mutual 
benefit of the United States and our allies in the free world. 

At the same time, it should be emphasized that the amounts that 
this bill would authorize to assist our own distressed communities are 
small compared with the amounts we are putting into economic and 
technical development abroad. If we can afford $7 billion in 3 years 
for economic and technical development abroad, we can afford $250 
million for the same purpose here at home. 


RurAL REDEVELOPMENT AREAS 


The bill recognizes that chronic economic distress is by no means 
confined to urban areas. Despite our overall level of national pros- 
perity, far too many rural counties still suffer from a high rate of 
unemployment or underemployment, and a disproportionately low 
standard of living. ‘Too often we forget that within the ranks of 
agriculture there are approximately 1 million families with an annual 
income of less than $1,000. These families frequently have inade- 
quate farming resources to provide full-time productive use of their 
labor under modern conditions. Many small farmers are hampered 
by inadequate capital and a scale of operations too small to give them 
a decent family living. According to the most recent data available 
from the Census of Agriculture, the gross sales of approximately one 
out of three commercial farms are less than $2,500. This bill would 
— off-the-farm jobs to supplement the income of these farm 
amilies. 
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This solution was recommended to your committee by Mr. Herschel 
D. Newsom, Master of the National Grange, who stated that from the 
long-range standpoint this bill ‘‘could be one of the most important 

ieces of agricultural legislation during the 86th Congress.” The 

{ational Grange has expressed its support of this legislation in the 
following policy statement: 


The fundamental remedy, we believe, is to expand employ- 
ment opportunities in areas of chronic rural underemploy- 
ment. We hold that where human dignity and a decent 
American standard of living are at stake, we cannot be 
satisfied with half measures. We believe these very low 
income rural families deserve a positive and realistic effort 
that will help them obtain respectiable, useful employment— 
either part-time work to supplement farming operations, 
opportunity to move to areas needing additional farmers, or 
full-time oif-the-farm employment for one or more members 
of the family. 

Accordingly, we favor expansion of existing rural develop- 
ment activities to include more attention by Government 
agencies to this problem; a central administration to give 
leadership to hs State, and national efforts in dealing with 
rural underemployment; and limited financial aid, primarily 
in the form of loans, to help in the location or expansion of 
industrial activities in areas of rural underemployment. 


Testimony before your committee indicated that off-the-farm em- 
ployment is an increasingly important aspect in the economic life of 
America’s farm families. In some instances, such off-the-farm em- 
ployment provides a relatively small but extremely necessary supple- 
ment to farm income, and the farm itself continues to be the principal 
source of income. In other and steadily increasing instances, off-the- 
farm employment is supplanting the farm as the chief source of income 
for the farm family. 

For over 3 years, the Department of Agriculture has been trying 
to help these areas through the rural dev elopment program. The 
program has shown some promise in opening up new job opportunities, 
but it has been hampered seriously by lack of funds, and has relied 
primarily upon exhortation and educational efforts. The committee 
agrees with the conclusion expressed in a recent report of the agricul- 
tural committee of the National Planning Association: 


The low-income rural problem is far too vast and deep 
seated to be solved by the rural development program as 
presently conceived. While the cautious grassroots ap- 
proach of this program may have ba en largely justifiable up 
to date, it will have to become much more sh: arply focused, 
better integrated and coordinated, much bolder in its objec- 
tives, and far better financed if it is to make significant in- 
roads in reducing the South’s widespread rural poverty. 


Your committee believes that the bill would represent a great for- 
ward step in coping with the low-income rural-area problem. Under 
the bill essentially the same economic tools available to industrial 
depressed areas would be made available to step up economic activity 
in the low-income rural areas. 
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The bill would require the Administrator to designate as a rural 
redevelopment area any county (1) which is among the 500 counties 
in the United States ranked lowest in level of living of farm-operator 
families, or (2) which is among the 500 counties in the United States 
having the highest percentage of commercial farms producing less 
than $2,500 worth of products for sale annually. (For a list of those 
counties which would automatically be designated as rural redevelop- 
ment areas, see appendix B, p. 23.) 

This would mean that upon enactment, these areas would auto- 
matically be eligible for the loan and grant and other redevelopment 
features of the bill. They would become eligible for loans for indus- 
trial and commercial development, as provided in section 6 of the bill. 
They would become eligible for assistance in providing local public 
facilities, both in the form of loans and grants, as provided in sections 
7 and 8 of the bill. They would become eligible for technical assist- 
ance. ‘They would become eligible for the worker retraining aids 
provided in sections 15 and 16 of the bill. 

Your committee believes that these aids taken in combination will 
provide the means for these low income rural areas to expand their 
economic base, provide additional job opportunities, and raise their 
general income level and standard of living. In helping achieve these 
most desirable objectives, your committee believes that the bill will 
make a solid contribution to the economic well-being of America’s 
rural sections. 


Mayor Provisions oF THE Brut as REPORTED 
AREA REDEVELOPMENT ADMINISTRATION 


Section 3 would create an Area Redevelopment Administration 
within the executive branch of the Government. It would be headed 
by an Administrator whose compensation would be $20,000 per annum. 
His appointment would be subject to Senate confirmation. While 
your committee is fully cognizant of the arguments for minimizing the 
number of agencies reporting to the President, there seems to be no 
alternative in this instance without seriously prejudicing the chances 
of the program’s success. If this program is to succeed, we must have 
the wholehearted cooperation of both labor and business. Placing 
the program under the Department of Commerce, as was provided 
in the administration’s bill, would be just as unacceptable to the 
labor community as placing it in the Department of Labor would be 
unacceptable to the business community. 

The primary function of the Commerce Department is the promo- 
tion of business and commerce. ‘This is not the orientation of tuis 
Area Redevelopment Act or of the proposed Area Redevelopment 
Administration. The purpose of this act is to help correct area un- 
employment by helping the people in these areas broaden their respec- 
tive communities’ economic base. Business will, of course, prosper 
from the operation of this bill, as will all other segments of the com- 
munity. But business’ welfare is incidental to the main function of the 
bill, which is to help correct area unemployment in areas of chronic 
industrial unemployment and areas of chronic rural underemployment. 

Since one of the two main purposes of the bill is to help solve the 
pressing problems faced by these rural areas, and the Department of 
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Commerce is not acquainted with problems of this nature, the com- 
mittee feels that this is an additional reason for placing this new 
program under an independent agency. 

The administration should be centered in one independent agency 
with a clear mandate such as this bill provides rather than in a coordi- 
nating committee approach under 1 of the 11 interested departments, 
each of which has other primary functions and responsibilities. It is 
important that we do not force our communities seeking assistance to 
shuttle around Washington among the 11, all of whom have parts of 
this program to administer. Often, we as Congressmen are called 
upon by our constituents to help out in bringing their problems to the 
attention of the Government departments concerned. We do not like, 
any more than they do, being shunted around from one agency to 
another to obtain attention to their needs. ‘This way lies frustration. 
In the interest of simplifying administration and giving the communi- 
ties, regions, and States concerned one place to which they can come 
with their problems, we felt it essential that the administration be 
centered in a single, independent agency. 

Centering responsibility for the success of this program in a separate 
agency will not only be a great convenience to the communities to be 
served, it will also provide one agency and one individual whom the 
President and the Congress can look to for leadership in helping solve 
the problem of area unemployment and underemployment in the 
United States, and one agency and one individual whom they can hold 
responsible for the administration of this act. One of the bills we 
had under consideration provided for this great responsibility to be 
centered in an administrator with a rank equivalent to an Assistant 
Secretary of the Commerce Department. To head this entire program 
at the Assistant Secretary level would seriously handicap its chances of 
success. An Administrator appointed by the President and confirmed 
by the Senate, as is provided in S. 722, will, assuming that the President 
appoints an individual of the highest caliber to this position, provide 
the kind of prestige and leadership which is called for if this program is 
to succeed. 

Taking all these factors into consideration—the need for an agency 
which can gain the confidence of labor, management, and agriculture; 
the need for a unified administration that can help stricken communi- 
ties and regions make a comprehensive attack on their unemployment 
or underemployment problem; the need for a single, central point to 
which interested community leaders and their Congressmen can go 
for attention; the importance of a single Administrator and agency 
who can be held by the President and Congress responsible for the 
success of this program; and finally, the prestige that an Administrator 
appointed by the President and confirmed by the Senate would carry 
in the executive branch of the Government, as opposed to a mere 
Assistant Secretary in a department primarily devoted to other ob- 
jectives—your committee feels that the Congress should establish an 
independent agency with an Administrator appointed by the President 
and confirmed by the Senate, rather than es acing this great responsi- 
bility in any one of the 11 interested departments. 
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REDEVELOPMENT AREAS 


Section 5 of the bill contains the proposed definitions of redevelop- 
ment areas. 

The industrial redevelopment areas would be those where “there 
has existed substantial and persistent unemployment for an extended 
period of time.” ‘The Administrator would be required to designate 
as industrial redevelopment areas those which have suffered 12 percent 
unemployment during the entire year preceding the application, or 9 
percent unemployment during 15 out of the preceding 18 months, or 
6 percent unemployment during 18 out of the preceding 24 months. 
Apart from these mandatory designation requirements, the Adminis- 
trator may designate any area which in his judgment suffers from 
serious unemployment of other than a temporary nature. 

The definition is intended to direct the benefits of the bill to those 

industrial areas which are suffering from chronic unemployment, 
rather than areas which are suffering from nationwide temporary 
unemployment resulting from a general temporary recession. The 
provision would give the discretion and flexibility which was recom- 
mended by a number of the witnesses at the hearing, and at the same 
time give reasonably clear guidelines. (For a list of those labor market 
areas which would automatically be designated as industrial redevel- 
opment areas, see app. A, p. 20.) 

The Administrator would define the boundaries of the industrial 
redevelopment area which he designated. These areas might or might 
not be the same as the labor market areas used by the Government 
for other purposes. An industrial redevelopment area might include 
one or more towns or cities, or it might include a part of a county or 
municipality. 

The Administrator is to designate rural redevelopment areas where— 
there exists the largest number and percentage of low-income 
families and a condition of substantial and persistent unem- 
ployment and underemployment. 


The Administrator would be required to designate as a rural re- 
development area any county (1) which is among the 500 counties in 
the United States ranked lowest in level of living of farm-operator 
families, or (2) which is among the 500 counties in the United States 
having the highest percentage of commercial farms producing less 
than $2,500 worth of products for sale annually. (For a list of those 
counties which must be designated as rural redevelopment areas, see 
app. B, p. 23.) 

LOANS FOR INDUSTRIAL PROJECTS 


Section 6 of the bill provides for two $75 million revolving funds, one 
for industrial projects in industrial redevelopment areas, the other for 
industrial projects in rural redevelopment areas. These revolvin 
funds for loans were provided because witness after witness testified 
that in these urban and rural areas where unemployment and under- 
employment have been substantial and persistent, the communities’ 
own resources are not sufficient to make it possible for industrial 


development to proceed. 
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This need for capital is related closely to the general need for small- 
business credit, which has occupied the attention of the Congress for 
many years. The Small Business Administration is now providing a 
limited amount of assistance. State business development credit 
corporations and authorities, and local organizations are seeking to 
provide equity capital or long-term credit for small businesses. ‘The 
problems which small business finds in raising capital throughout the 
country are intensified in areas which have long been suffering from 
unemployment and underemployment. The local capital frequently 
has been consumed in previous efforts to start the new business, or in 
relief measures. Outside capital is doubly reluctant to venture into 
an area where other industries have suffered and failed; a safer invest- 
ment elsewhere seems preferable 

Under the bill the Federal loan cannot exceed 65 percent of the 
project cost. At least 10 percent of the total cost would have to be 
supplied by the State or local government or by community or area 
organization, and not less than 5 percent of the total cost would have 
to be supplied by a nongovernmental source. 

It is impossible to predict the kind or number of projects or the 
number of jobs which will be created by these loans. However, the 
two $75 million revolving funds will be sufficient to finance a sub- 
stantial program which will demonstrate its feasibility and effective- 
ness. The total capital investment in the projects for which loans 
are made will be substantially greater than the amount of the Federal 
loans, by at least 50 percent. Accordingly, the loans authorized in 
section 6 should generate an initial total public and private expendi- 
ture of $225 million or more. ‘This should have a very substantial 
effect in providing permanent jobs in areas of chronic unemployment 
or underemployment. And as these loans are repaid, additional 
funds will become available for new loans. 

Section 6 expressly provides that loans made under it for industrial 
projects must not be granted to assist establishments relocating from 
one area to another, when such assistance will result in substantial 
detriment to the area of original location by increasing unemploy- 
ment. This provision reflects the declaration of purpose of the act, 
to create new employment opportunities by developing and expt anding 
facilities and resources without substantially reducing employment in 
other areas of the United States. 

If the proposed transfer of a plant from one area to another will 
create as much unemployment in the area it leaves as it absorbs in 
the area it moves into, nothing has been gained from the point of 
view of the overall economy of the United States The use of Federal 
funds for a transfer of this sort would not be justified. Expansion of 
existing firms in business elsewhere, without at the same time sub- 
stantially reducing existing employment opportunities, is the aim of 
this Fedoral assistance. In an expanding economy ample oppor- 
tunities can be found to develop the depressed areas without injury 
to other areas of the country. 


ASSISTANCE FOR LOCAL PUBLIC FACILITIES 


One of the most common problems facing communities which have 
experienced chronic economic distress is a lack of public facilities. 
The loss of revenue and the effect on the community’s credit rating 
often make it impossible to build or maintain adequate public services 
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and facilities without outside financial assistance. Perhaps the most 
frequent and most serious deficiency exists in water and sewer facilities. 

An adequate supply of water is indispensable to modern industry, 
and its use is increasing rapidly. The President’s special adviser on 
public works has reported that between 1955 and 1975, the Nation 
will need to increase its consumption of water by 191 billion gallons 
aday. It will soon be necessary to use every source of water available, 
and essential to protect our water supply from pollution. Many 
communities which now have few economic advantages will become 
increasingly attractive to industry as the search for water continues. 

Because pure water is so important to both personal health and to 
economic expansion, @ community must be prepared to provide an 
adequate supply if it is to survive and grow. Here, however, it is 
often faced with a dilemma: how to finance the facilities needed for 
growth on the basis of the present limited resources. In areas 
plagued by persistent unemployment, current economic conditions 
frequently make it impractical to go to the private market for funds 
because the interest rates which private lenders would demand are 
too high. Private lenders cannot undertake economic studies of each 
area which seeks to borrow, and hence they are guided largely by the 
past. On the other hand, it may well be that such economic studies 
would give strong reason to believe that if an adequate water supply 
and other public facilities were available, along with other measures 
such as are provided for in this bill, business activity would expand, 
justifying the present investment through the direct taxes that such 

usinesses would pay and the employment that would be generated. 

The economic program contemplated in section 6(b)(10) of this bill 
would provide the basis on which a determination could be made of 
“ future prospects of an area, and the actions which need to be 
taken. 

Economic planning cannot be done in a vacuum. It must take into 
account available resources and aids as well as the problems to be 
overcome. It is obvious from the testimony presented to your com- 
mittee over the past 2 years that obsolete or inadequate public facilities 
constitute one of the most widespread problems facing depressed 
areas. Hence, it is necessary that we provide at the outset for assist- 
ance to meet this problem, so that those who prepare programs for 
economic recovery will know the tools they have to work with. Such 
assistance is an integral part of any meaningful effort to redevelop 
depressed areas. 

he financial assistance needed to overcome this problem is pro- 
vided for in this bill by authorizing the Area Redevelopment Admin- 
istration to make loans and grants for public facilities which will 
contribute to the economic improvement of the area. 


Loans for public facilities 

Section 7 of the committee substitute establishes a revolving fund 
from which the ARA Administrator would make loans for the con- 
struction, expansion, or improvement of public facilities, or for the 
purchase or development of land to be used for such facilities. Any 
State or political subdivision of a State, or any Indian tribe, is eligible 
to apply under the provisions of the bill. Restrictions are imposed 
on the use of the funds to insure that these projects are in line with 
the purposes of this bill, that the loans are sound, and that these 
facilities will not encroach on existing private utilities. 
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The amount of $50 million is authorized for appropriation as a 
revolving fund from which these loans would be made. The maximum 
maturity on such loans would be 40 years, and the interest rate would 
be limited to the average annual rate on all interest-bearing obliga- 
tions of the United States at the end of the preceding fiscal year, plus 
one-fourth of 1 percent. 

Before making a loan, the Administrator must find that the funds 
requested are not available to the local authority on equally favorable 
terms. Moreover, he must determine that the financial resources 
available, including the loan, are adequate to complete the project 
(but not in excess of the aggregate cost), and that there is reasonable 
expectation of repayment. These provisions will prevent the dissipa- 
tion of the loan funds on projects which should be financed through 
other means, and also protect the Government from loss. 

Any project covered by a loan under this section must be one which 
will tend to improve the opportunities in the area for the successful 
establishment or expansion of industrial or commercial plants or 
facilities. Moreover, the project must be consistent with a program 
for economic development which the Administrator has approved. 

No project could receive assistance if it would compete with an 
existing privately owned public facility whose rates or charges are 
subject to State regulation, unless the State regulatory body deter- 
mined that there is a present or foreseeable need for an increase in the 
service which the existing utility is unable or unwilling to provide. 
Grants for public facilities 

The Administrator would be authorized to make grants to assist in 
the financing of public facilities in redevelopment areas, and the bill 
authorizes $35 million to be appropriated for this purpose. As in the 
case of loans, a project for which a grant is made must be such as to 
tend to improve the opportunity for industrial or commercial expan- 
sion, and must be consistent with the economic program for the area 
provided for in section 6(b)(10). Also, no facility could be aided by 
a grant if it competed with a private utility unless the State regulatory 
body having jurisdiction determined that the project was needed. 
It is further provided that, to be eligible for a grant, the project must 
fill a pressing need in the area, and that there is little probability that 
it could be undertaken without the assistance of the grant. 

The committee substitute also provides that the Administrator may 
undertake studies to determine the need and probable cost of public 
facilities in redevelopment areas, and any State or political subdivi- 
sion, or any Indian tribe, may present a proposal for a needed project. 
The applicant is required to contribute to the cost of the project in 
is es gray to its ability to do so, and the amount of the grant is 
imited to the difference between such funds as can be practically 
obtained for other sources (including loans under the bill), and the 
amount necessary to insure completion of the project. ‘The Adminis- 
trator is directed to provide for supervision of the execution of any 
project for which a grant is made to insure that the funds are not 
wasted or dissipated. 

Taken together, the loans and grants provided for in this bill are a 
key element in any overall program to revive the economic well-being 
of areas which are now, for one reason or another, subject to chronic 
unemployment. 
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TECHNICAL ASSISTANCE 


The Administrator would be authorized to provide technical assist- 
ance to the redevelopment areas, including studies evaluating the 
needs of and developing potentials for economic growth for such areas. 
Such assistance could be provided by the personnel of the new adminis- 
tration or by private groups under contract. Appropriations up to 
$4.5 million annually are authorized for this program. 

The sound redevelopment of a depressed area should be based on 
careful planning. Early in the program, a technological audit should 
be made to determine the types of economic activity which would 
contribute to sound and lasting growth. 

A well-planned and carefillé executed technological audit should 
show how the resources of an area could be put to their optimum use. 
The audit would not be limited to natural resources, although the 
best use of these should be carefully explored. Recent experiments 
in the use of coal as a raw material for the chemical industry and in the 
development of synthetic fuels hold much promise for a revival of the 
coal industry in some areas currently depressed. Instead of mining 
coal to be shipped to industrial centers as fuel, however, various types 
of chemical plants could be attracted to the coalfields since there would 
be substantial weight loss in the extraction of synthetic gases and 
chemicals from coal. Experimental work along these lines is now in 
progress. It could be hastened, however, by financial and technical 
assistance to labor surplus coal areas. 

Some depressed areas are poorly endowed with natural resources, 
however, and in others basic resources have been largely depleted. 
How would a technological audit benefit these areas? Here the 
problem would be to discover the locational advantages of these 
communities for various types of processing, fabricating, and research 
activities. Specialists in industrial location could help determine the 
advantages which such locations have to offer to expanding industries. 
Their analysis would be based on long-term fundamental advantages, 
and not short-term inducements, often artificially created. 

Businesses now operating in depressed areas could be encouraged 
to expand. Many types of specialists could assist in this. Industrial 
engineers, cost accountants, marketing specialists and others could 
assist small firms to increase their efliciency and to develop new 
products and services. 


URBAN RENEWAL AND PLANNING AID 


Sections 13 and 14 of the bill would make available certain Federal 
aids under existing programs administered by the Housing and Home 
Finance Administrator in order to facilitate the industrial development 
of communities in areas of substantial and persistent unemployment. 

Section 13 would amend title I of the Housing Act of 1949, as 
amended, by adding a new section 112 which would make available 
urban renewal benefits under that act to a community when the Area 
Redevelopment Administrator designates the area in which the com- 
munity is located as an industrial redevelopment area, and certifies 
that there is a reasonable probability that with the assistance provided 
under the bill and other aids, the area will be able to achieve more 
than temporary improvement in its economic development. 











18 AREA REDEVELOPMENT ACT 


The addition of this new section 112 is necessary to eliminate 
certain restrictive provisions in the urban renewal program which 
would otherwise impede efforts to improve the economic Tovdnothand 
of the locality. For example, under section 110(c) of the Housing 
Act of 1949, as amended, it is required that project areas be pre- 
dominantly residential in character or be redeveloped for predomi- 
nantly residential uses. This limitation would be removed under the 
new proposed section 112 by making financial assistance available 
under the act for industrial development or redevelopment in project 
areas notwithstanding residential limitations in section 110(c) of the 
act. The amendment would also authorize financial assistance to 
industrial redevelopment areas by making eligible for rehabilitation 
a project area involving primarily industrial or commercial structures 
suitable for rehabilitation under the urban renewal plan for the area. 
As thus amended, title I of the Housing Act of 1949 would authorize 
financial assistance, in appropriate cases, to make available suitable 
cleared sites for industrial and commercial development and to permit 
industrial and commercial rehabilitation. The availability of good 
building sites at reasonable prices is a prime consideration in business 
decisions to locate or expand in an area. Under this amendment 
private enterprise would have an opportunity to acquire building sites 
for industrial development at their fair value. Coupled with the 
other benefits provided in this bill, the financial assistance made 
possible by the amendment to title I of the Housing Act of 1949, 
should materially assist in the establishment of stable and diversified 
local economies and help to create new employment in industrial 
redevelopment areas. 

This section of the bill would also provide for two other amendments 
to the existing provisions of title I of the Housing Act of 1949 to adapt 
the benefits of that act more effectively to the broad purposes of this 
bill. At present, land acquired for a project area must be disposed of 
for immediate development. Under the provisions of section 13 of the 
bill this requirement for disposition for immediate development would 
be changed so that land designated for industrial use could be con- 
veyed to any public agency or nonprofit corporation at fair value 
and the public agency or nonprofit corporation could hold the land for 
subsequent disposition as promptly as possible in accordance with the 
urban renewal plan. ‘The purchaser or lessee from the public agency 
or nonprofit corporation would however be required to use the land 
solely for the uses approved in the urban renewal plan in conformity 
with the requirements of section 105(b) of the act. This amendment 
should provide greater flexibility to the locality to obtain the type of 
industries which would best serve its purposes. 

Once a contract is executed under the new section 112 the contract 
would remain in force until completion of the project even if it is later 
determined that the area may no longer be an industrial redevelopment 
area. This amendment would insure continuity of the development 
of the project area without fear that a later change in circumstances 
would make Federal financial assistance unavailable. 

Up to 10 percent of the funds authorized for capital grants under 
title I of the Housing Act of 1949 after January 1, 1959, could be made 
available for projects in industrial redevelopment areas as defined in 
this bill. 
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Section 14 of the bill would make the planning advances provided by 
section 701 of the Housing Act of 1954 available to all counties, cities, 
or other municipalities in industrial redevelopment areas without 
regard to the population limitation otherwise applicable. That sec- 
tion of the 1954 act now generally excludes the larger communities, 
ie., those over 25,000 population. 


WORKER RETRAINING 


In areas where the principal industry has left or is obsolete, or where 
the area never reached an advanced state of development, it will be 
important to provide vocational training and retraining for the people 
of the area. Developing new industries in the area will accomplish 
little, and will, in fact, be impossible, unless the available labor can 
meet the needs of the industry. Accordingly, the Secretary of Labor 
is authorized to make studies of the skills and other characteristics of 
the labor force in any redevelopment area. He is also authorized to 
provide assistance in developing a program to improve the utilization 
of such a labor force. Finally, S. 722 authorizes the Secretary of 
Labor, if he finds a need for vocational education in a redevelopment 
area, to assist in determining the vocational training needs of unem- 
poyed individuals residing in the area and to notify the Secretary of 

ealth, Education, and Welfare of such needs. The Secretary of 
Health, Education, and Welfare may then provide assistance, includ- 
ing financial assistance where necessary, to the State boards for voca- 
tional education in the provision of such services in the area. The 
sum of $1.5 million annually is authorized to be appropriated for this 
purpose. 

In order to enable unemployed persons to get the benefits of this 
training the bill also provides that the Secretary of Labor may make 
weekly retraining payments, through State agencies, to unemployed 
persons in the redevelopment areas, of 13 weeks at the average weekly 
unemployment compensation rate in that State, but limited to those 
not receiving unemployment compensation. An appropriation of $10 
million is authorized for retraining subsistence payments. 

Your committee believes that the cost of retraining payments should 
be borne by the Federal Government because the local communities 
in depressed areas are financially unable to shoulder this burden. 


PROPOSAL FOR DEVELOPMENT OF “‘UNDERDEVELOPED REGIONS” 


During the hearings, your committee received testimony from the 
Eastern Kentuck Regional Planning Commission favoring the desig- 
nation of “underdeveloped regions” for assistance as well as depressed 
areas. It was pointed out that in some instances, basic developmental 
needs are regional and multistate in character, including such regional 
facilities as highways, water transportation, flood control and water 


supply. 
While your committee feels that the principles embodied in the pro- 
osed amendments are too broad and far reaching to permit inclusion 
in the bill, it is also felt that the suggestions deserve careful considera- 
tion and study in relation to future treatment of the national economy; 





Appenpix A. TENTATIVE List or INpustRIAL AREAS THAT May 
Quatiry ror Feperau Assistance Unper S. 722 as Reportep 
TO THE House 


(Supplied by Department of Labor) 
Major Areas, May 1959 (Total, 32 Major Areas) 


Connecticut: Michigan—Con. Pennsylvania—Con. 
Bridgeport ! Grand Rapids Pittsburgh ! 
Waterbury ! Muskegon Reading ! 

Indiana: New Jersey: Scranton 
Evansville Atlantic City Wilkes-Barre 
Terre Haute New York: York ! 

Kentucky: Utica-Rome Rhode Island: 
Louisville ! North Carolina: 3 Providence 

Massachusetts: Asheville 1 rat: 

Fall River Durham Chattanooga 
Lawrence Ohio: Knoxville, 
ea ; West Virginia: 
Lowell Lorain-Elyria ! 
. : Charleston 
New Bedford Pennsylvania: Huntington- 

Michigan: Altoona - Ashland 
Detroit Erie Wheeling- 
Flint ! Johnstown Steubenville ! 


! These areas added to listing dated Mar. 18, 1959 (filed during hearings), on basis of review of unemploy- 
ment experience in January and March 1959. 


NotTe.—This listing is preliminary and tentative, and is based on bimonthly data compiled from area 
labor market reports prepared in connection with the Bureau of Employment Security’s program for the 
classification of areas according to relative adequacy of labor supply. ata used cover a 2-year period ending 
March 1959. A more comprehensive review of area data on a monthly—rather than bimonthly—basis, 
and in the light of whatever criteria may be included in the bill finally enacted, would be required to deter- 
mine which areas are eligible for assistance as areas with substantial and persistent unemployment. 

NOTE.— Major areas are areas included in the Bureau of Spores Security’s regular area labor market 
reporting and classification program. This program covers 149 of the country’s leading employment centers. 
Unemployment and labor force data for these areas are generally available on bimonthly basis. 


Smaller areas, March 1969 
ALABAMA 


Alexander City Florence-Sheffield Jasper 
Anniston Gadsden Talladega ? 


ALASKA 


Anchorage 
CONNECTICUT 


Bristol Danielson Norwich ? 


GEORGIA 


Toccoa 
ILLINOIS 


Centralia Herrin-Murphysboro- Litchfield 
Harrisburg West Frankfort Mount Carmel-Olney 
Mount Vernon 
INDIANA 


Connersville Muncie Richmond 
Michigan City- New Castle Vincennes 
La Porte 
See footnotes at end of table, p. 22, 
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Smaller areas, March 1959 '—Continued 


KANSAS 


Coffeyville-Independ- Pittsburg 


ence-Parsons 


Corbin 
Frankfort 
Hazard 
Hopkinsville 


Biddeford-Sanford 


Cumberland 


Milford 
North Adams 


Adrian 

Bay City 
Benton Harbor? 
Escanaba 


Joplin 


Butte 


Bridgeto” 


Amsterdam 
Auburn 


Fayetteville 
Kinston 
Mount Airy 


Cambridge 


East Liverpool-Salem 


KENTUCKY 
Madisonville Paducah 
Middlesboro-Harlan  Paintsville-Prestons- 
Morehead-Grayson burg 
Owensboro Pikeville-Williamson 

MAINE 
Lewiston 

MARYLAND 

Westminster 
MASSACHUSETTS 
Southbridge-Webster? Taunton 


MICHIGAN 


Tonia-Belding-Green- Marquette 
ville Monroe 

Tron Mountain Owosso 

Jackson Port Huron 


MISSOURI 
MONTANA 
Kalispell 
NEW JERSEY 
Long Branch 


NEW YORK 


Newburgh-Middle- 
town-Beacon 


Batavia 
Gloversville 


NORTH CAROLINA 


Rockingham-Hamlet Shelby-Kings Moun- 
Rutherfordton-Forest tain 


City 
OHIO 


Portsmouth-Chilli- 
cothe 


Springfield 


See footnotes at end of table, p. 22. 
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Smaller areas, March 1959 '\—Continued 


OKLAHOMA 
McAlester 
OREGON 
Coos Bay Pendleton 
PENNSYLVANIA 
Berwick-Bloomsburg Lock Haven Sunbury-Shamokin- 
Butler Pottsville Mount Carmel 
Clearfield-DuBois Sayre-Athens- Union-Connellsville 
Lewistown Towanda Williamsport 
RHODE ISLAND 
Newport 
TENNESSEE 
Bristol-Johnston City- La Follette-Jellico- 
Kingsport Tazewell 
TEXAS 
Laredo Texarkana 
VERMONT 
Springfield 
VIRGINIA 
Big Stone Gap- Radford-Pulaski 
Appalachia 
WASHINGTON 
Aberdeen Bellingham Olympia 
Anacortes Everett Port Angeles 
WEST VIRGINIA 
Beckle Morgantown Ronceverte-White 
Bluefield Point Pleasant- Sulphur Springs 
Fairmont Gallipolis Welch 
Logan 


1 Smaller areas: Areas with a labor force of 15,000 or more which are officially classified as ‘‘smaller areas 
of substantial labor surplus” by the Bureau of Employment Security. Data for such areas are generally 
available on a semiannual basis. Information for smaller areas which are not classified, or for areas with a 
ay cee af less than 15,000, is not available in Washington on a consistent basis. 

orderline. 


Norte.—This listing is preliminary and tentative, and is based largely on bimonthly or semiannual! data 
compiled from area labor market reports prepared in connection with the Bureau of Employment Security’s 
— for the classification of areas according to relative adequacy of labor supply. Data used cover a 

to 5-year period extending through the closing months of 1958; early 1959 data, now becoming available 
for some areas, could result in several changes in the above listing. A more comprehensive review of area 
data ona monthly—rather than bimonthly or semiannual—basis, and in the light of whatever criteria may be 
included in the bill finally enacted, would be required to determine which areas are eligible for assistance as 
areas with substantial and persistent unemployment. 


Source: U.8. Department of Labor, Bureau of Employment Security, Office of Program Review and 
Analysis, Washington, D.C. 
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AS RuraL REDEVELOPMENT AREAS 


Autauga 
Barbour 
Bibb 
Blount 
Bullock 
Butler 
Chambers 
Chilton 
Choctaw 
Clarke 
Clay 
Coffee 
Conecuh 
Coosa 
Covington 
Crenshaw 
Cullman 
Dallas 

De Kalb 


Ashley 
Baxter 
Boone 
Bradley 
Calhoun 
Chicot 
Clark 
Clay 
Cleburne 
Cleveland 
Columbia 
Conway 
Crittenden 
Dallas 
Desha 
Drew - 
Faulkner 
Fulton 
Grant 
Greene 


ALABAMA 


Elmore 
Escambia 
Etowah 
Fayette 
Franklin 
Geneva 
Greene 
Hale 
Henry 
Houston 
Jackson 
Lamar 
Lawrence 
Lee 
Limestone 
Lowndes 
Macon 
Marengo 


ARKANSAS 


Hempstead 
Howard 
Independence 
Izard 
Jefferson 
Johnson 
Lafayette 
Lawrence 
Lee 

Lincoln 
Little River 
Logan 
Lonoke 
Madison 
Marion 
Miller 
Monroe 
Montgomery 
Nevada 
Newton 


Marion 
Marshall 
Monroe 
Montgomery 
Morgan 
Perry 
Pickens 
Pike 
Randolph 
Russell 
Sumter 

St. Clair 
Tallapoosa 
Tuscaloosa 
Walker 
Washington 
Wilcox 
Winston 


Ouachita 
Perry 
Phillips 
Pike 

Polk 

Pope 
Randolph 
St. Francis 
Scott 
Searcy 
Sebastian 
Sevier 
Sharp 
Stone 
Union 

Van Buren 
White 
Woodruff 
Yell 
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Baker 
Calhoun 
Gilchrist 
Hamilton 
Holmes 


Appling 
Atkinson 
Bacon 
Baker 
Baldwin 
Brantley 
Brooks 
Bryan 
Burke 
Butts 
Carroll 
Charlton 
Chattooga 
Clay 
Clayton 
Clinch 
Coffee 
Coweta 
Crawford 
Date 
Decatur 
Dodge 
Douglas 
Early 
Echols 
Elbert 


Hardin 


Adair 

Allen 
Breathitt 
Breckinridge 
Butler 
Carter 
Casey 

Clay 
Clinton 
Cumberland 
Crittenden 
Edmonson 
Elliott 
Estill 

Floyd 
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FLORIDA 


Jackson 
Jefferson 
Lafayette 
Leon 


Madison 


GEORGIA 


Evans 
Fannin 
Fayette 
Glascock 
Gilmer 
Greene 
Hancock 
Haralson 
Hart 
Harris 
Heard 
Henry 
Jasper 
Jeff Davis 
Johnson 
Lamar 
Lanier 
Liberty 
Lincoln 
Long 
Marion 
Meriwether 
Montgomery 
Murray 
Newton 


ILLINOIS 


Johnson 


KENTUCKY 


Grayson 
Graves 
Green 
Greenup 
Hopkins 
Jackson 
Johnson 
Knox 
Laurel 
Lawrence 
Lee 
Lewis 
Magoffin 
Marshall 
Menifee 





Okaloosa 

Suwannee 

Union 

Walton 

Washington 


Oglethorpe 
Pierce 
Quitman 
Rabun 
Randolph 
Rockdale 
Screven 
Stewart 
Taliaferro 
Tattnall 
Taylor 
Telfair 
Towns 
Treutlen 
Twiggs 
Union 
Walker 
Warren 
Washington 
Wayne 
Wheeler 
White 
Wilcox 
Wilkes 
Wilkinson 


Pope 


McCracken 
Metcalfe 
Monroe 
Morgan 
Ohio 
Owsley 
Pike 
Powell 
Pulaski 
Rockcastle 
Rowan 
Russell 
Wayne 
Whitley 
Wolfe 








Avoyelles 
Bienville 
Beauregard 
Caldwell 
Catahoula 
Claiborne 
Concordia 

De Sota 

East Feliciana 
Evangeline 


Iron 
Wexford 


Itasca 


Adama 
Alcorn 
Amite 
Attala 
Benton 
Bolivar 
Calhoun 
Carroll 
Chickasaw 
Choctaw 
Claiborne 
Clarke 
Clay 
Coahoma 
Copiah 
Covington 
De Sota 
Franklin 
George 
Greene 
Grenada 
Hinds 
Holmes 
Humphreys 
Issaquena 
Itawamba 


AREA REDEVELOPMENT ACT 25 


LOUISIANA 


Franklin 
Grant 

La Salle 
Lincoln 
Livingston 
Morehouse 
Natchitoches 
Red River 
Richland 
Sabine 


MICHIGAN 


Alcona 
Clare 


MINNESOTA 
Aitkin 
MISSISSIPPI 


Jasper 
Jefferson 
Jefferson Davis 
Jones 
Kemper 
Lafayette 
Lamar 
Lauderdale 
Lawrence 
Leake 

Lee 

Leflore 
Lincoln 
Lowndes 
Madison 
Marion 
Marshall 
Monroe 
Montgomery 
Neshoba 
Newton 
Noxubee 
Oktibbeha 
Panola 
Perry 

Pike 


St. Helena 

St. Landry 
Union 

Vernon 
Webster 

West Carroll 
West Feliciana 
Winn 


Tosco 


Pontotoc 
Prentis 
Quitman 
Rankin 
Scott 
Sharkey 
Simpson 
Smith 
Sunflower 
Tallahatchie 
Tate 
Tippah 
Tishomingo 
Tunica 
Union 
Washington 
Walthall 
Warren 
Wayne 
Webster 
Wilkinson 
Winston 
Yalobusha 
Yazoo 
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Bollinger 
Butler 
Carter 
Dent 
Douglas 
Howell 
Iron 


Mora 
Rio Arriba 


Alexander 
Alleghany 
Anson 
Ashe 
Avery 
Bladen 
Buncombe 
Brunswick 
Burke 
Caswell 
Catawba 
Cherokee 
Clay 
Cleveland 
Columbus 


Gallia 


Adair 
Atoka 
Cherokee 
Choctaw 
Coal 
Creek 
Delaware 


MISSOURI 


Madison 
Oregon 
Ozark 
Reynolds 
Ripley 
Shannon 


NEW MEXICO 


San Miguel 
Sierra 


NORTH CAROLINA 


Davidson 
Duplin 
Graham 
Halifax 
Haywood 
Hyde 
Jackson 
Lincoln 
McDowell 
Macon 
Madison 
Mitchell 
Montgomery 
New Hanover 
Onslow 


OHIO 


Guernsey 


OKLAHOMA 


Haskell 
Hughes 
Latimer 
LeF lore 
Lincoln 
McCurtain 
MclIntosh 
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Stone 
Taney 
Vernon 
Washington 
Wayne 
Wright 


Socorro 


Pender 
Person 

Polk 
Rutherford 
Scotland 
Stanly 
Swain 
Transylvania 
Tyrrell 
Washington 
Warren 
Watauga 
Wilkes 
Yancey 


Noble 


Okfuskee 
Okmulgee 
Pittsburg 
Pushmataha 
Seminole 
Sequoyah 





Abbeville 
Allendale 
Anderson 
Barnwell 
Beaufort 
Berkeley 
Charleston 
Cherokee 
Chester 
Chesterfield 
Clarendon 
Colleton 


Anderson 
Benton 
Bledsoe 
Blount 
Campbell 
Cannon 
Carroll 
Carter 
Claiborne 
Clay 
Cocke 
Cumberland 
Decatur 
De Kalb 
Dickson 
Fayette 
Fentress 
Giles 
Grainger 
Greene 
Grundy 
Hamblen 
Hancock 
Hardeman 


Angeline 
Anderson 
Bastrop 
Bowie 
Burleson 


Cherokee 
Duval 
Franklin 
Freestone 
Harrison 


SOUTH CAROLINA 


Dorchester 
Edgefield 
Fairfield 
Greenwood 
Georgetown 
Greenville 
Hampton 
Horry 
Jasper 
Kershaw 
Lancaster 
Laurens 


TENNESSEE 
Hardin 


Hawkins 
Haywood 
Hickman 
Houston 
Humphreys 
Jackson 
Jefferson 
Johnson 
Lauderdale 
Lawrence 
Lewis 
Lincoln 
Loudon 
McMinn 
MeNairy 
Macon 
Madison 
Marion 
Meigs 
Monroe 
Moore 
Morgan 
Overton 


TEXAS 


Henderson 
Houston 
Lavaca 
Leon 
McMullen 
Madison 
Marion 
Morris 
Newton 
Panola 
Polk 
Rains 


AREA REDEVELOPMENT ACT 


Lee 
Lexington 
McCormick 
Newberry 
Oconee 
Orangeburg 
Pickens 
Saluda 
Spartanburg 
Union 
Williamsburg 
York 


Perry 
Pickett 
Polk 
Putnam 
Rhea 
Roane 
Rutherford 
Scott 
Sevier 
Sequatchie 
Smith 
Stewart 
Sullivan 
Sumner 
Unicoi 
Union 

Van Buren 
Washington 
Warren 
Wayne 
White 
Wilson 


Red River 
Robertson 
Rusk 
Sabine 

San Augustine 
San Jacinto 
Somervell 
Titus 
Upshur 
Trinity 
Walker 
Wood 
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Alleghany 
Appomattox 
Bath 
Bedford 
Buchanan 
Buckingham 
Carroll 
Charlotte 
Craig 
Dickenson 


Brooke 
Barbour 
Braxton 
Cabell 
Calhoun 
Clay 
Doddridge 
Fayette 
Gilmer 
Harrison 
Jackson 
Kanawha 
Lewis 
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VIRGINIA 
Floyd 


Fluvanna 
Grayson 
Greene 
Greensville 
Halifax 
Henry 
Highland 
Lee 
Lunenburg 


WEST VIRGINIA 


Lincoln 
Mason 
Marion 
Mercer 
Monongalia 
Monroe 
Nicholas 
Pleasants 
Pocahontas 
Preston 
Putnam 
Raleigh 
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Mecklenburg 
Patrick 

Prince Edward 
Russell 

Scott 

Tazewell 
Washington 
Wise 


York 


Randolph 
Ritchie 
Roane 
Summers 
Taylor 
Tucker 
Tyler 
Upshur 
Wayne 





MINORITY VIEWS 
INDUSTRIAL AREAS 


This depressed areas bill calling for five times the expenditures 
requested by the President ($251 million versus $53 million) actually 
will do less for the chronically depressed industrial areas than the 
proposal of the administration. 

The committee bill with its $75 million industrial plant loan fund 
can finance up to 65 percent of the cost of plant and equipment. On 
that basis the $75 million of Federal funds will generate a total of 
$115 million of plant and equipment investment. The administra- 
tion bill with a $50 million industrial plant loan fund, but used on a 
35 percent Federal participation basis, will generate $143 million of 
plant investment. Hence, there will be more plant and more jobs 
for industrial depressed areas under the administration’s bill, 
H.R. 4278 

The financing for an industrial project contemplated under the 
committee bill is 10 percent local, 65 percent Federal, and 25 percent 
private. Under the administration bill the percentages are 15 percent 
local, 35 percent Federal, and 50 percent private. Under either bill, 
the private financing could be secured by a first mortgage ranking the 
private debt ahead “of the combined local and Federal financing in 
claim on property. Obviously, the Federal financing is excessive 
under the committee bill. If the project can’t attract private financ- 
ing secured by a first mortgage on a 50 percent-of-value basis, the 
chances are the project is so unsound it ought not to be undertaken. 
As a matter of fact several communities, and some of them small 
ones, have demonstrated their ability to attract plants to their 
localities in a rather unique and interesting manner without the 
necessity for any Federal financing. The device used is for the com- 
munity to build a plant, and in some cases partially equip it with 
machinery and use revenue-bond financing to obtain funds from the 
private market to cover the costs of the plant. Florence, Ala., a 
city of 33,051 population; Bowling Green, Ky., 18,404 population; 
Danville, Ky., 8,650 population; and Paris, Ky., population 6,901 
have all used this revenue-bond financing device to provide city-owned 
industrial plant facilities. 

The most recent use of the device which has come to our attention 
is Mavfield, Ky., which is a part of the Paducah, Ky., labor market 
area which is classed as a depressed area. Mayfield sold a $9.5 million 
issue of industrial building revenue bonds in the middle of April of 
this year, less than a month ago, at a net interest cost of 4.71 percent. 
This revenue bond issue is payable as to principle and interest solely 
from revenues derived from lease of the facilities to the General Tire 
& Rubber Co. for a’period of 20 years. These revenue bonds do not 
constitute an indebtedness of the city of Mayfield within the meaning 
of the constitution of Kentucky and the city ‘is not obligated to pay 
the principal and interest upon these revenue bonds except from the 
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revenues and rental income derived from the industrial building proj- 
ect. To get some idea of the importance of this undertaking to May- 
field it may be noted that the city presently has an estimated 
population of 10,500 people. The assessed value of all property in 
the city as of 1957 amounted to only $10,241,000. In other words, 
the city is going to receive a new facility costing almost as much as 
its entire present assessed valuation and will do this on a basis of 
financing whereby the costs will be paid by rental income received 
from a large industrial corporation. Upon completion, the Mayfield 
plant will employ an estimated 1,000 workers. The investment in 
plant and equipment amounts to $9,500 per worker. 

General Tire & Rubber Co., the lessee, is a $276 million corporation 
ranking as the fifth largest domestic rubber fabricator. Presently, 
the company has two tire manufacturing plants in the United States; 
one in Akron, Ohio, with 827,000 square feet of floor space, and the 
other in Waco, Tex., with 803,000 square feet. This new plant at 
Mayfield, Ky., which is to be devoted to tire manufacture, will con- 
tain approximately 400,000 square feet of floor space. Currently, 
long-term credit of the General Tire & Rubber Co. is selling at a price 
to yield more than the net interest cost the city had to pay. Hence, 
for the company to obtain a lease on a basis reflecting the 4.71 per- 
cent net interest cost of Mayfield in selling the bonds, is an attractive 
deal for the company. Furthermore, inasmuch as the plant is owned 
by the community, it may be assumed that there will be no local 
real-estate taxes against the plant which further enables the city to 
offer an attractive rental to General Tire & Rubber Co. 

Small communities, acting with ingenuity within the powers they 
now possess, such as right of condemnation to acquire a site, sale of 
tax-exempt securities, and freedom from local property tax, can put 
together a financing deal that will bring industry to them assuming, 
of course, that the community and the State has an investment 
climate attractive to industry and that there are other sound business 
reasons for a business locating there. 

Another important reason why the committee bill will not do as 
much for the chronically depressed industrial areas as the adminis- 
tration proposal is that the committee bill will diffuse the assistance 
cain into certain areas suffering temporary rather than hard-core 
unemployment. This results from the mandatory requirement in the 
committee bill that the Administrator designate areas for the special 
assistance, under unemployment criteria which are faulty in concept. 
For instance under the committee bill it would be mandatory that 
Detroit be labeled a depressed area and Detroit alone on a pro rata 
basis could receive 25 percent of the assistance provided for industrial 
areas. Under the administration bill the Secretary of Commerce 
would not be required to designate already highly industrialized De- 
troit as a depressed area even though it was “‘eligible’’ because of a 
high rate of unemployment. The 25 percent of the assistance that 
would go to Detroit under the committee bill could be channeled 
under the administration bill to the areas which really have chronic 
unemployment problems such as Johnstown, Pa. ; Middlesboro-Harlan, 
Ky.; or Beckley, W. Va. Actually, under the committee bill, 
Detroit could get all of the assistance eee there are no restrictions 
to prevent it, 
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Section 5(a) of the bill sets forth criteria under which the Admin- 
instrator upon request has no choice but to declare an area an indus- 
trial redevelopment area if there is unemployment of 

(1) 12 percent for 12 months, or 

(2) 9 percent for 15 out of 18 months, or 

(3) 6 percent for 18 out of 24 months. 
That mandatory requirement puts the Administrator in a straitjacket. 
He cannot use commonsense in administering the act. If Atlantic 
City, N.J., wants to come under the act, the Administrator will have 
no choice but to include it because it would qualify under the criteria. 
The Administrator will have to close his eyes to the fact that Atlantic 
City is primarily a seashore resort catering to a large transient popula- 
tion; that its normal population of about 60,000 expands during the 
summer season to from 250,000 to 400,000 people. The bill is supposed 
to assist chronically depressed areas which have lost their economic 
base. The Administrator ought to be free to confine assistance to 
areas which in fact are areas which have lost their economic base. 

Use of flat percentage unemployment criteria such as the above dis- 
regards the fact that our economy is not a static economy. ‘The level 
of unemployment and the national percentage of unemployment have 
varied widely over the years and undoubtedly will continue to do so. 
Flat percentage tests coupled with mandatory recognition in a 
fluctuating economy could bring in so many areas as to make this 
program almost meaningless for the chronically depressed areas be- 
cause of the resultant dilution of the assistance provided. 

Here is another odd result of mandatory classification based on past 
conditions. Take an area which has had 6 to 7 percent unemployment 
continuously for the past 24 months. Application is made for as- 
sistance. It has to be declared an eligible area because it meets the 
criteria in (3) above. Then in the next month unemployment drops 
to 4% percent and in the following month to 3 percent and stays at that 
level for the following 4 months. All during that new 6-month period 
it would be an eligible area even though its unemployment problems 
were past. Although there is an eligibility termination provision 
in section 12, it could not be operative until the 30th month in this 
period had passed. Until that time the area would show 6 percent 
or more unemployment for 18 out of 24 months. This is not just an 
academic case. Under this bill Kinston, N.C., with unemployment 
of 4.5 percent would be a depressed area and yet the seasonally ad- 
justed rate of unemployment for the Nation as a whole as of March 
was 5.8 percent. The criteria and mandatory requirement of the 
committee bill simply are wrong. 

Probably all the speeches that will be made in the House in support 
of this legislation will cite unemployment ‘figures in one or more 
industrial areas as justification of need for the legislation. And yet no 
Member can say with assurance that the figures cited for industrial 
areas, have any meaning whatsoever as far as operation of this bill is 
concerned. This is true because of a defective definition of “redevelop- 
ment area” which is found in section 5(e). A redevelopment area 
“* * * may include one or more counties, or one or more municipali- 
ties, or a part of a county or municipality.” Since “industrial area” is 
not defined the Administrator could make the term “redevelopment 
area” mean almost anything he might care to choose. Clearly “‘a part 
of a county or municipality” could be one city block or for that matter, 
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one plant in a city block. Furthermore, industrial areas which would 
seem to qualify under the mandatory designation criteria could be 
linked with other industrial areas in such a manner as to dilute the 
showing of unemployment and thus make the combined industrial 
redevelopment area ineligible. This is clearly possible under the 
language stating the redevelopment area ‘‘may include one or more 
counties, or one or more municipalities.” Under the definition the 
Administrator could designate untold thousands of industrial 
redevelopment areas or he could go to the other extreme and limit the 
number to a handful since these pockets of chronic unemployment 
exist notwithstanding generally prosperous conditions. We do not 
think the Congress would want to grant such loose authority but there 
it is, in the bill. 
Rurat ARgAS 


The committee bill contains a rural $75 million plant loan fund 
which through some undisclosed magic is supposed to substitute 
industry for farming in rural areas. The only thing clear about that 
proposal is that when you divide the fund by the 663 counties which 
the Administrator would have to designate as rural depressed areas, 
you come up with only 23 new jobs per county; assuming the proposal 
could be made to work. Obviously this rural phase is just a “gim- 
mick” to try and show broad need and attract more widespread 
support for the bill. This is a poor substitute for a better farm 
program in the rural areas. 

Look at the list of rural counties which would have to be declared 
so-called depressed areas and you will find yourself saying ‘‘Is it true 
what this bill would say about Dixie.” The list includes 55 of the 67 
counties in Alabama, 59 of the 75 counties in Arkansas, 15 of the 67 
counties in Florida, 76 of the 159 counties in Georgia, 28 of the 64 
parishes in Louisiana, 76 of the 82 counties in Mississippi, 44 of the 
100 counties in North Carolina, 36 of the 46 counties in South Carolina, 
70 of the 90 counties in Tennessee, 36 of the 254 counties in Texas, and 
29 of the 98 counties in Virginia. Out of the 663 total mandatory 
depressed area counties, 524 would be in Dixieland. We just do not 
believe that makes common sense. Very obviously something is 
drastically wrong with the rural criteria at least as far as Dixie is 
concerned. 

Other mandatory rural depressed areas would be: 3 of the 102 coun- 
ties in Illinois, 45 of the 120 counties in Kentucky, 5 of the 83 counties 
in Michigan, 2 of the 87 counties in Minnesota, 19 of the 114 counties 
in Missouri, 5 of the 32 counties in New Mexico, 3 of the 88 counties in 
Ohio, 20 of the 77 counties in Oklahoma, and 37 of the 55 counties 
in West Virginia. 

Members from States with a high proportion of rural counties 
scheduled for the mandatory depressed area label, particularly ought 
to take a careful look at section 6(c), which relates to Washington- 
appointed local committees, If there is no State or local development 
planning agency in the county, the Washington Administrator can 
move in and appoint a local committee to decide who can and who 
cannot send in an application for assistance. Most rural counties 
probably do not have a planning development agency so they would be 
the fertile territory for the exercise of this rather unusual bureaucratic 
power. Itseems to us that it could cut right across States rights and in 
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fact is even a bit foreign to the American system. As a matter of fact 
we hope all members will take a good hard look at this local committee 
proposal. We do not want any part of this local committee set up. 


ComMuNITY FACcILItIEs 


The committee bill contains a $50 million loan fund and a $35 
million grant authorization for construction of public facilities in 
depressed areas. The loan could be for a 40-year term and the 
interest rate formula works out to a 2%-percent interest rate which 
compares with the 4 percent the Government has to pay to borrow 
the funds with which to make these loans. Almost any kind of loan 
or grant could be made so long as it “will tend to improve the oppor- 
tunities in such area for the successful establishment or expansion of 
industrial or commercial plants or facilities.” 

Instead of just assuming that a so-called depressed area was in such 
bad financial shape that it could not borrow on the private market to 
get funds for needed community facilities, we decided to look at the 
record. We obtained a list of the municipal financing done last year 
by the industrial communities which would be mandatory depressed 
areas under the bill. The list appears as appendix to this report. 
It is both informative and amazing. 

The list shows that 75 industrial depressed area communities, which 
would qualify under this bill, sold 164 bond issues in the private 
market, totaling $152 million. The list is by no means inclusive for 
the reason the check was made only on the basis of the communities 
named in the title of the eligible labor market area. Frequently a 
labor market area includes several communities other than the one or 
those included in the name of the labor area. Also, many times there 
are overlapping municipal entities which do not include in their name 
the name of the principal municipality. However, even this incom- 
plete list shows bond sales by depressed area communities during last 
year in an amount over three times the amount of the municipal facility 
Joan authorization provided in this bill. Can it be the private invest- 
ment market doesn’t know these are depressed areas, or might it not be 
that no matter what we label them under this bill the investment 
market looks upon them as ordinary American communities with most 
of their labor forces employed. After all, the reciprocal of 6-pereent 
unemployment is 94-percent employment, which would seem to offer 
quite a respectable basis for credit. As you will note from the table, 
community after community was financing at a net interest cost 
under that of the Federal Government. Yet this bill would have the 
Federal Government borrowing at 4 percent to relend to them at 
2% percent, and that doesn’t make much sense. 

Examination of the purpose of the financing by these depressed 
area communities reflects the type of community facilities which these 
communities desired. The list includes: Street, sewer, water, school, 
hospital, electric, gas, library, airport, port, swimming pool, industrial 
building, public buildings of various kinds, recreation center, park 
and civic center. Applications under a Federal loan program would 
probably be of a similar nature, because by their actions this is what 
these communities said they needed and went to the private market 
and financed. Probably in every case the community would main- 
tain these improvements ‘“‘will tend to improve the opportunities in 
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such area for the successful establishment or expansion of industrial 
or commercial plants or facilities’ and that is the test of eligibility 
provided in the bill. Of course, a cantankerous Federal administrator 
might jump all over a community such as Evansville, Ind., for selling 
a $400,000 bond issue to construct a swimming pool. This issue was 
sold on April 2, 1958. The bureaucrat could shake his finger and 
thunder at the city fathers, “Don’t you know you are a depressed 
area?” They might be brash enough to reply, ‘““Who said so?” and 
then follow up with, “After all, we sold that 17-year serial maturity 
issue at a net interest cost of 2.387 percent. What does your Federal 
credit sell for?’”’ After checking, the bureaucrat would find compa- 
rable maturities of Federal credit on that date were selling to yield 
2.80 percent interest return. Is the kettle calling the pot back? 
Most of the community facility borrowing purposes listed above 
are normal for the ordinary community. Pick up any chamber of 
commerce or industrial planning commission brochure of any com- 
munity that is selling itself to industry and you will find many of these 
facilities discussed. One that is always emphasized is schools. It 
would seem logical to expect that a school would be the type of 
community facility most adaptable for use in the rural depressed 
areas, which as has been previously noted are concentrated so heavily 
in the South. 
RETRAINING SUBSISTENCE PAYMENTS 


This committee bill contains $10 million for retraining subsistence 
payments. The District of Columbia and State of Michigan unem- 
ployment insurance laws now contain provisions which authorize the 
payment of benefits to persons undergoing full-time vocational 
training. However, these provisions have not been used in the Dis- 
trict of Columbia and the little they have been used in Michigan has 
been mostly for disabled trainees. ‘This $10 million would take care 
of only 1 out of 32 of the unemployed in the industrial depressed 
areas alone. The bill is silent on how the favored few would be 
chosen. Obviously this provision is either a cruel fraud on the 
unemployed or a gigantic come-on if its highly discriminatory applica- 
tion is later to be corrected. Last year a similar proposal, but with 
an open-end authorization, was knocked out of the bill on the floor 
of the House. 


UNRESOLVED JOB AND COMPETITION PROBLEMS 


Both the committee and administration bills give lip service to the 
proposition that Federal funds should not be used to relocate plants 
and benefit one area to the detriment of another area. The policy 
declaration of the committee bill states— 


new employment opportunities should be created by develop- 
ing and expanding new and existing facilities and resources 
without substantially reducing employment in other areas of 
the United States. 


The administration bill’s policy declaration states— 


new employment opportunities should be created rather 
than merely transferred from one community to another. 


However, in the operative provisions relating to loans in both bills 
appears the identical statement that loan assistance shall not be 
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granted ‘‘to assist establishments relocating from one area to another 
when such assistance will result in substantial detriment to the area 
of original location by increasing unemployment.”” The combination 
of policy and operative directives of the administration bill is a stronger 

lant antipirating provision than that contained in the committee 
bill, but clearly an undetermined amount of plant pirating is contem- 

lated under either bill. If the intention was otherwise, it could be 

andled very easily by flatly prohibiting any loans to assist establish- 
ments relocating from one area to another. We do not think Federal 
loan funds should be used to promote runaway plants. 

In most cases of plant assistance a competitive factor is involved 
which has received far too little attention and upon which the com- 
mittee bill offers no protection whatsoever. The committee bill sets 
the Federal loan interest rate under a formula which in effect means 
the interest rate cannot ever exceed the prime loan rate, which in the 
open market is enjoyed by only the larger and best industrial credits. 
Interest rates which smaller companies and less attractive credit risks 
have to pay invariably are higher, and in many cases substantiall 
so, than the prime loan rate. Now take the case of an existing canal 
plant with 100 employees in a depressed area. Say it is processing 
a low-grade natural resource of which there is an abundant supply 
in the region. It is an older plant but its management, with consider- 
able ingenuity, is replacing obsolete machinery even though its 
financing costs are 6 percent and times are tough. Assume it is a 
depressed area without a local planning group so the Administrator in 
Washington appoints a local committee. Then a competitor comes 
along willing to set up a 150-employee new branch operation attracted 
by the fact that in this distressed area he has a chance to get a new 
dens, with new equipment, with federally assisted financing at the 
prime loan rate of 4 or 4% percent. The 100-employee plant probably 
is going to be forced out of business, not because management could 
not make the grade under free competition but because a local com- 
mittee decided a competitor was to be the beneficiary of special Federal 
largess. The same thing would happen, of course, if the 100-employee 
plant were located in an area other than a depressed area. Should 
the Congress deliberately provide legislation that will work that way? 
We know the answer of the 100 workers who would lose their jobs 
would be an emphatic “No.” 


ALLOCATION OF BENEFITS AND Costs 


In some cases benefits, and in all cases costs, would accrue to the 
States under this proposal. In the final analysis the Federal largess 
would have to come from taxes. The following table has been pre- 
pared to show the benefit and cost impacts by States of the plant 
loan programs. In the case of the industrial areas, the allocation 
by State has been made on a pro rata basis of the States’ unemployed 
in depressed areas to the total unemployment in depressed areas, 
In the case of the rural areas, the allocation is shown on a pro rata 
basis for the 663 counties slated for mandatory designation as de- 
pressed areas. We would like to caution against members taking 
the rural area allocations too seriously. We don’t see how an adminis- 
trator, confined to making loans for industrial plants in marginal 
rural areas is going to make a go of an industrial plant loan program 
in essentially agricultural counties. Members who agree the rural 
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program is impractical would want to reduce the State “cost’’ figure 
by the appropriate amount as otherwise the State “‘cost,” which 
includes both industrial and rural areas, would be inflated. The 
State cost figure is an allocation of costs to the States of the combined 
$150 million industrial plant loan programs, based upon the latest 
computed percentages of total Federal taxes borne by the States. 
It is impossible under the bill to make any allocation of the public 
facility loan or grant programs on any rational basis. The adminis- 
trator probably mead throw up his hands and do it on a first-come 
basis. In this connection it is of interest to note, from the appendix 
of bonds sold by depressed areas last year, that Detroit’s volume 
was $58 million. Likewise, it is impossible to make any allocation 
of retraining subsistence payments which would only serve 1 in 32 of 
those potentially eligible. The only thing sure about these unallocated 
payments is they definitely would increase the net costs for the States 
which do not have depressed areas. ‘The table allocating plant loan 
benefits and costs follows: 


Benefits and costs to States of plant loan funds 


Industrial Rural! loan | Total of loan Cost to 




















State loan alloca- allocation allocations States 
tion 
a i a ne IS AA OLA RO LLL OLLI AN $1, 569, 000 $6, 222, 000 $7, 791, 000 $1, 410, 000 
MR itn ddd abide decccndsnddsidcatbidnoita BORD il 5. 20 148, 000 135, 000 
i I a a a I a titi il rt ise 780, 000 
SE Seathcddcedpigctccnideconducchnnababthdeccocensssud 6, 674, 000 6, 674, 000 660, 000 
I Sieh ia dis re sll cnt cbibdiedi pe wanda bed bibhiibn bade > sdh<cethheiaeses 44s Oe 15, 405, 000 
a a i ge cae a ian dE el ba chs i 1, 425, 000 
CONN ii dcdsiddeundoribuendabbnckbaucietd CARON Tai 543, 000 3, 375, 000 
I ie ces cd ak 885, 000 
ED SAA ahi ed erate, sa tedenant eb cake kocledestbostosasse 1, 697, 000 1, 697, 000 3, 435, 000 
IIR. 6. wtincbsicidscastoukdslintiiebeccdh yield 107, 000 8, 597, 000 8, 704, 000 1, 875, 000 
TI trib niat ie loeactac: ac aden minieadeke okt Semmais><dcenantenendine edar ust ehtnessseabeos 435, 000 
EL edddcbbun wed d Cold ckhbense th debama nation ehhh ubldcankbcditied 390, 000 
eh iinet , 326, 2, 665, 000 10, 920, 000 
Indiana... , 544, 2, 544, 000 3, 600, 000 
Towa. ... ’ doake. eek shbetkh poe 1, 740, 000 
Kansas __.. 383, 000 1, 395, 000 
Kentucky- 8, 684, 000 1, 560, 000 
Louisiana. 3, 167, 000 1, 830, 000 
I Pk Ekg rs? canet 586, 000 630, 000 
NS nck beyadasyasdsddcpbbugdaciend g SEhe ceed 579, 000 2, 820, 000 
ee ane ahh cide ND Toe noobs ne 3, 206, 000 5, 295, 000 
EN ET ace cekdiccddheaddsbadodtacduas 23, 997, 000 565, 000 24, 562, 000 7, 470, 000 
NB se 226, 000 226, 000 2, 475, 000 
Nes a cas akamton niatoeeonereoceisaesun kansas ; 8, 598, 000 8, 598, 000 630, 000 
als 254, 000 2, 148, 000 2, 402, 000 3, 465, 000 
i ai itil GR Inigeuchcnaecennn 368, 000 450, 000 
i i a a a ini menel 97°, 000 
DI siicncvtandebickas Bimota nt an iiedidsadkthel tetanic iainxades binbiipdandiemes 315, 000 
DOO TERING. . « ccvnnctad abekecncknbttnekenlensacabosteuss aS cet edatncatatebie taunt gna 480, 000 
ES EEE IEEE MEDEA: Le iceevenwsecenss 2, 309, 000 6, 330, 000 
TO es 565, 000 565, 000 525, 000 
I et Sr En ee  Dehedl esas 3, 233, 000 20, 520, 000 
DRE 5 ncn dhncidéodeadcsduniitéaboeds 1, 809, 000 4, 978, 000 6, 787, 000 1, 965, 000 
a al ie ede dh ss lates cee ene 285, 000 
CS fie) ee 1, 232, 000 339, 000 1, 571, 000 9, 240, 000 
A hd denne 125, 000 2, 262, 000 2, 387, 000 1, 365, 000 
eee ees ecinkesnnunadion 218, 000 1, 365, 000 
Ponty PQla. in ccntnpecccccuce ‘ 11, 883. 000 11, 883, 000 10, 815, 000 
Rhode Island__. 7 3, 807, 000 3, 807, 000 840, 000 
South Carolina k 4, 072, 000 900, 000 
i cate oe tn ale 330, 000 
‘Tennessee..... 2, 476, 000 7, 920, 000 10, 396, 000 1, 725, 000 
DI in obits Kcictinetibinnthitidetibinaiiéndihdcndtt 415, 000 4, 072, 000 4, 487, 000 6, 420, 000 
ete eee ae ae at ea sidan oi-acante A canadienne 525, 000 
NOUS At ed bee Mee se BLL 73, 000 270, 000 
NN eM 573, 000 8, 281, 000 3, 854, 000 2, 490, 000 
Ve on on eeenene 1, 576, G0 13.05.42... 1, 378, 000 2, 325, 000 
ee ra as 1 5, 267, 000 4, 186, 000 9, 453, 000 1, 140, 000 
Ne i ie eae a den ens ibneneeh here 3, 120, 000 
WSU sh ter cet Ree Ee cal Ld | Leek 255, 000 
IR dl enscanehianinaestiinl 990, 000 


Bete, doin cceisy snipe datayoagpeinantaitoda 75, 000, 000 75, 000, 000 | 160, 000, 000 150, 000, 000 





| 
| 
| 
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CoNCLUSION 


There are so many basic defects in the committee bill that if the 
House wants to legislate in this field, we are of the opinion the com- 
mittee bill should be scrapped and the administration bill, H.R. 4278, 
substituted for it for such action as the House may care to take. 
However, some of us! reject this whole idea completely believing that 
unwittingly or not it moves in the direction of substituting a federally 
assisted planned economy for the free enterprise system. ‘Those of 
us who share that opinion believe the end result of a planned economy 
would be less rather than more jobs. This bill would inaugurate a 
new permanent spending program which would grow in future years 
at increasing cost to the taxpayer. 


CuareENcE E. KILpurn. 
Gorvon L. McDonouaea. 
Wiuuiam &. WIpDNALL. 
Epaar W. Hiestanp. 
Perkins Bass. 

Epwarp J. DeRWINSKI. 
Wiuuiam H. MILuiken, Jr. 


ApPpENDIx TO Minority VIEWS 


Bonds sold by depressed area communities in 1958 











State Issuer Amount of | Net interest 
issue cost 
Percen 
SNRin sce cdasdencdeiess Alexander City RP DGssi do dcccvececscsiil. $650, 000 4. 210 
| RSE Fa eee Alerapiet CUS S6reet.. ....cdicacintetndccebes 100, 000 3. 196 
SPRIE.conchidabonaamednee Alssender City BPG. . .ccckdactadckudinios 650, 000 @® 
TR cnceneg dldiddehecsooua Alexander City industrial_.................. 210, 000 () 
3 SEREASSER 2 tae se eae Anaiatens TE BENG | nis 2n ie dete 250, 000 3. 647 
BED. ccndacaddddtddibasmes Florence electrification revenue_............. 400, 000 3. 379 
aie ok A ele chan Shetlield electrification revenue.............. 700, 000 3. 889 
ME hind nace ede oaatecs Con 8. n. ccccnteendidamen 500, 000 0) 
ee re a SS See kee Gadsden Public Building Authority. ....... 2, 250, 000 (@) 
wt)... 58d dhe wedoswone Gedetee TY OG ..ccccccocccedtaciecbebee 375, 000 4. 250 
pT EE a Jeet REG 4. ccusaccoccedtiieditiasete 194, 000 5. 000 
EG csncswencGdidismbbacccas Jasper building revenue. .............-...... 250, 000 @) 
Bite oak debe dicen cnats Talladega County gus revenue_............- 406, 000 (@) 
SP cctieccnndttebdet ce icss: Talladega County improvement__........... 1, 020, 000 (@) 
DE cadicntnn anid teciniaeie Anehorages Pott.(30.... isatsinaccsssotwdedinds 2, 000, 000 (4) 
ca Anchorage port revenue....................- 6, 200, 000 (') 
Cemnietiows. . dss Abe...on- Bristol High Sehoeh. cc iccnceseccndccectoddse 3, 170, 000 3. 340 
i cntncenoddttictetacccas FIOSCIN LEB. cnkcndcddcldiaddseeddake 135, 000 (4) 
_ SE BO RE, ee Biv cucqctccnncnchiotddia tenant A 135, 000 (4) 
PN wirindicd Mbcibhiatene Evansville sewer revenue ............-.-...- 2, 200. 000 4. 043 
5 SR 8 | ae Bvaneville A trpettusisos. cised Bidiclicicce 250, 000 2. 932 
RSE Ee 1 a Ce BO nccceceecdlka tei edb inthe 150, 000 2. 428 
Ta cissccacsin cach ao atilaistasonnies Evansville swimming pool_..........-....-- 400, 000 2. 389 
TRAE), cnincekaditcas id cise Le Porte. Alvperi tice esksk cesses dedicie 63, 000 3. 500 
DIOS ccacudiicdinlacicen La Porte school, city... ..c0csasiseseSinence 190, 000 2. 485 
IE cmatawodsaaediadmaaes Michigan City street.......ccciccccccccicnne 300, 000 i) 
NII: sincchinedaabivaliedan Muncie municipal improvement...........- 330, 000 2. 849 
DAD una Dia csiee on New Castle equipment..._.............--..- 20, 000 2. 190 
ct eS OT Vincennes sewage revenue..............-..-- 875, 000 3. 422 
NO SEs oa ccccdclttichibinccomas Coffeyville improvement.................-.- 90, 000 () 
MARGE . ... cdoiicctabaces Hopkinsville school revenue.........-.--.--- 75, 000 3. 570 
Ok cnenadehitetiactunns Morehead sewage revenue.............-....- 320, 000 (‘) 
B00. i.ccaccduabahtocsunce Grayson County hospital..................- 75, 000 (@) 
rs 0 Paducah school revenue............-..-....- 160, 000 2. 598 


See footnote at end of table, p. 39. 





1 Messrs. Kilburn, McDonough, Hiestand, Bass, Derwinski, and Milliken; 
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Bonds sold by depressed area communities in 1958—Continued 





















State Issuer Amount of | Net interest | 
issue cost ' 
Percent 

BW TeRGe BRWUE. sp owccddsacidsocdiicsicceces $90, 000 3. 300 

DEL... cinnteapemidideabugnecdteses 1, 100, 000 2. 996 

EE wot dcuncincnnenkashaduntonticls 70, 000 3. 624 

sdittord GUROE ii i cccctincebabbnanaddcdidon 345, 000 () 
—eetiiiicagnantsmasnmanconnhdinatnnns copeashnogadapoapedpsenqneeeeen 400, 000 (1) 

New Bedford DEERE secant cnbacadcdudasy 567, 000 3. 060 

New Bedford highway ...................... 250, 000 (4) 

New Bedford improvement. ................ 300, 000 1) | 
bth i SS in abbbiidbtloohnal OO Bid) doecnnitthntibcobidbidbbbodidtisdend 250, 000 ) 
lteter tetanic all I PP ORE TE 500, 000 (1) 

New Bedford parking............-.......... 400, 000 () 

New Bedford water... .onass<ocsvuncboancade 200, 000 3. 350 

North Adams urban renewal._.............. 410, 000 3. 058 

I i aan eneiindidia 130, 000 2. 070 

Adrian SD __....... 72, 000 @) 

Detroit highway - 1, 350, 000 2. 627 

dia al ae 2, 950, 000 2. 993 

Detroit improvement.. 5, 945, 000 3. 017 

arrest OS ee 310, 000 2. 903 
L aabeaniinie emda aaa aaaanani aaa eemen ei agaimammndnbtsinitie 1, 200, 000 3. 715 

Detroit ail acc atieaa 525, 000 () 

pons ahi asad heenintadideansabiitele 320, 000 2. 219 
pcachbébncesendédaddodboctoses UO diLascubecccccecesceccensceceseeessse 260, 000 2. 467 

Deiroit public {mprovement-.-.............. 1, 100, 000 (@) 
pancdspeosesonusesseuesaiande tat esvcunestinsa tancassiesiciis: ails sosmoeanssbuiansibsiiaonaialatea india 10, 660, 000 (4) 
sethinninammnipeininghdtiniteaentl iii Rc ta wie a 7, 000, 000 3. 517 

Detroit railway RFDG..............,.-...- 1, 700, 000 3. 273 

Detroit rehabilitation ...............-....... 400, 000 2. 853 
piieeneneeennnednankunans Isc cae nc tains etcetera 1, 290, 000 2. 872 

Se a 1, 000, 000 3. 656 
ciemenneandadtemibbiimmbneded ee ee Ea hance nna 5, 000, 000 3. 024 
nniaientniapbanedtacdinmanediieiiaaaitd REIT BR PTT BS 4, 000, 000 3. 656 

ed 408, 000 2. 576 

TDi site dRdaninaidiaidnnidiiidbed Detroit utilities lighting....................- 1, 100, 000 3. 017 
BO itacmnnninnteltedivasinal Detroit water revenue................-----.- 6, 700, 000 3. 585 
lace iaceaaictitalin Miata i 5, 000, 000 3. 000 
aaa i aeaset I I i nein 280, 000 3. 600 
TE talc cceatinmiatiiimenial Sep EE SEUONE,. .. .ccuuncncdesssbhabede 225, 000 1. 835 
TD osssiietanaiadpah hd chatthiih mari Grand Rapids Township sewer... .........- 53, 000 2. 435 
Do.. onl, ANE DOTTED ... oc cditdtecipiiad cbudidcedwe 2, 000, 000 2. 875 
OL enunnndnid .---| Monroe street... 22, 000 () 
TO Dh enemenine eel IO nemaineonaiiiiidnbiams a 69, 000 (i) 
I sssinciesigntadhehiakehaialiniscaii minding Muskegon County Courtho 3, 330, 000 2. 486 
EOD, acstsnninisihinsbideammnnie Muskegon sewage revenue--_... 600, 000 3, 230 
. sntersdediidddirniene PRON DNB sv exdtcsdccscncstdecdccedse 50, 000 3. 499 
TD TO ican Mid niente Naini i. caaanccotunéettiockbvedahstiiniebse= 100, 000 2. 430 
I 6 0) iccnuishetlih told limes Muskegon Township water revenue-........- 1, 500, 000 4. 990 
I iinet hal Bin ncaenihiel CORNERED BITTER. ccnccsescvesis\h dutiocdesenken 7, 000 () 
DED. nanunmedbdiakiabnnmetnl CORED BIIORE. ..... cnciknnaniteancusdtbanntdenbee 69. 000 () 
BPO 1 ninepeddbiaamnmawie Owosso Township School District 84.......- 125, 000 3. 728 
HO Ad ctnnccicckellesantbiiiandniais Piet SIRO GOR. dectndctaiiccecusdnecscscos 26, 000 2.719 
I  icncimaddddecddekenms PID CRE 3c: sn diddithinbibisilimbtntibiaee 1, 450, 000 3. 045 
BODE omennndutlibelldab nce Joplin. Sehael District... i.nnd si ccdcnccscccce 200, 000 2. 779 
DECRIREE, ..ncccdctiddcdinclance Kalispell Improvement District 294........- 110, 000 ) 
RS RSS ee Atlantic County improvement.............- 442, 000 3. 560 
BMD 2) samendsiibaidbhencsind Long Branch, general. .....cccccocecucccse- 320, 000 4. 207 
OO} RR ae preree 125, 000 3. 590 
BOD citinamaihehtiaiaihdiadiaméd Gloversville PVG and PL_--.--.......-......- 187, 000 2. 860 
TD cnnanenuiuddiatinetbeas Middletown City School District. .......... 2, 203, 000 2. 990 
| RE NET Middletown improvement...............-.- 112, 000 2. 450 
ED: cnishonsiadiniisasene Rome City School District.................. 258, 000 2. 240 
i ccsiiitacensndhabiitabaheghnihidisen Rome general improvement_.........-.....- 607, 000 () 

I SI ian emne cnn liplbibuth rkttalnh tibake dita 2, 050, 000 @) 

Tite GNI. ss. cccnib Esa bdbbacbuce 2, 500, 000 3. 110 

Utica City School District. ................- 215, 000 1. 720 

Ution imiprovementt.. iu seceviccocccts.a conc 180, 000 @) 

ono re a 490, 000 (‘) 
5 EY 60 TR RR, iete: To oammsemimnninte ane 320, 000 () 

Durham County, school _ 2, 000, 000 2. 746 

Kinston building......... 80, 000 @) 

Kinston water ............-.... 44, 000 (@) 

Cat brite. .n..nncocdbusdbbdaciulss cnaséuede 135, 000 3. 210 

i ciemninemiiepenanaiinens Chillicothe County Schoo! District.........-. 2, 000, 000 2. 882 
Oe aeons eS oo) | rare H 150, 000 3. 406 
I a ctteliaiedeieaictahtanaineioeeinnt Cen SUNOGD. .. 0 rcp ceenocinsbiindietion 47, 000 2. 980 
a adc eccdemiadiel CRTIONNID WEEE... oa code case diasccccccotes 170. 000 2. 440 
haa ected SE LAVORO GUIEE Ss. ice nn nnndeansimese 200, 000 3. 480 
| | I ieeeetior ed Portsmouth City School District............ 500, 000 3. 144 
| Stabe pon LALLA SELL ET: 37, 000 3. 010 


See footnote at end of table, p. 39. 
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Bonds sold by depressed area communities in 1958—Continued 




















State Issuer Amount of | Net interest 
issue cost 
Percent 
bie cneinpieeineemeetetand Coos Bay improvement..-.......--.......... $15, 000 2. 721 
aa as Coos County Sewage District 8130C_.......- 977, 000 3. 582 
Yildaawntnatte a wdbhbhawtcs Coos County Sewage District Sunny Hill. -- 5, 000 3. 500 
ent oGipm pane stonegadid Pen Gletet B00 nite sas chs pstrnecpanssnpiibena 175, 000 @) A 
ie caenead ee Altoona improvement GO.............--... 1, 000, 000 3. 326 
ciabb did dahnienanbhec cate Altoona Sewage District...................-. 660, 000 2. 830 
Sean elaamwimaisnienantaliad Athens Area School Authority. ............- 2, 255, 000 5, 225 
vik spadddehbnaubasvemed Berwick School District.._...........-...... 42, 000 @) 
puaeavaresdutintanaccebhic Butler Township Sewage District........... 120, 000 3.009 
c ceahe gas Semin tela eadponocbaiag SPIE UO wie antah oa <n sdectnnaissbichididded 100, 000 rt) 
pbdbeddddsabuGusamaaeih Clearfield Municipal Authority. ............ 775, 000 (1) 
agli s cietditiahen ceed bee PGR E DT eA MRR () 
sind Sereda tached stead nite Tarte MRPTOVOIONE.. 54. ccc ccececalicoccecocnce 1, 250, 000 2.797 
ase dneds Miditncnnand Erte School District... ...........codpmamitenns 1, 500, 000 3.374 
he conddadabatelieadueinleaeliie Johnstown improvement...................- 1, 000, 000 3. 138 
E165 nhisleb db biercileateed Scranton improvement._.................-.- 445, 000 3. 333 
TAI sdieiiie eink aiceint atte de Scranton Sewage District..................- 500, 000 3. 480 
Lsdenindevbebadoe Newport genera] improvement-.-_............ 100, 000 () 
Sees! Te eee 400, 000 @) 
induihemaincnsiaaed Newport water_.........-.- 300, 000 Q)) 
TES sLSTI Ss es North Providence fund_.......... 50, 000 3. 700 
i alte os eat North Providence highway-........-.. 100, 000 3. 700 
Diddaihes dedninscmedcewn OTe NENIGIIIR, dcnnoncecepecscénccene 1, 000, 000 ®) 
dchinlee tptdsbasadenidan tele Providence school... s . n.n-ccnvsancoceccee 1, 600, 000 1) 
pacdiaedeehdediicaaipiraae, North Providence s0Wer........<s.c<esccoccee 100, 000 3. 700 
bdiidecagdddib>-asiduknce PYOVIGGRiCD S8WEE Uk oo ean teste nciccccncuc 3, 500, 000 @) 
satus tnah tint dasa ninseeeeenness na mide Wisin te dR in ok uindealianineniada pummel 600, 000 () 
Locktbhbbateciahcoccoute North Providence water. ..........-...---.- 25, 000 3. 700 
ie wnbeieiihaiaithaiaoedianall Tee BO ii 6s 5 wp cidcddocmssepecsnnset’ 705, 000 3. 900 
a tania cctensadeis bined IE III nidainccemamecnsqmenihipindesedl 1, 000, 000 Q) 
Did acaba ddbleatbinl Chattanooga hospital. .........-.-.-........ 500, 000 @) 
\ ache pighedgidaihdeuveee el ORAStANOOSR SEWEE... .2 ncn cacepecnnotipaenhge 500, 000 @) 
atti talaga aancirtcectcaied SORNIGEY CET CU ncn inca ccdeotivetecanasnas 2, 600, 000 3.940 
Knoxville civic center. .-...-..---..-.----.-- 500, 000 3. 636 
Knoxville electrification revenue. .........-- 3, 000, 000 2. 863 
Knoxville improvement-.._........--.-...... 200, 000 0) 
Knoxville I Tool od hn oereenanet iusanmieeteineciat 50, 000 @) 
CHE TENT PE in nck dterecqcunneeddiste 500, 000 3.017 
Knoxville school building. ........--.......- 500, 000 3. 545 
Pe WHI GUO mnncacckscsccssestenqennsanl 100, 000 Q) 
eg | I RE es 1, 575, 000 
Temes tnne, AIS BOR cco nndledsedebocaiad 150, 000 (@) 
Texarkana public building-_-_- 50, 000 0) 
Texarkana street and drainage 3, 100, 000 @) 
PUlASE! SOWEP.. ..nccccceccccses 1, 000, 000 3. 538 
ee IC ceiteieetncnainceniien 630, 000 3. 538 
Woaimetee yon Kaathinnscndnn Aberdeen sewage revenue..................- 900, 000 4. 020 
D0 43 cto cnddtcesGhweensdiidsan Oi Ldadn 25 5£402- <Sbeeeb headdoonsiteks 1, 000, 000 3. 690 
TN 5 on cicbieeeediaiahiaiemt oe Pert OF ANMSOTUES GO. cdnciccécncnteocueaen 85, 000 3. 500 
BO iad diddenmemde dba Port of Bellingham...................2.....- 300, 000 2. 345 
i ociidddennh tennis Olympia improvement DIS8613............. 59, 000 @) 








1 Not readily available, 





ADDITIONAL VIEWS OF MR. VANIK, MR. FINO, MRS. DWYER, 
AND MR. HALPERN 


We believe it is important that the Nation recognize affirmatively 
that very real and serious economic problems exist in particular areas 
of the country. Chronic unemployment, obsolescent factories, mi- 
gration of plants, depletion of resources, and other factors are turning 
or have turned once flourishing cities into deteriorating communities. 
The principle embodied in legislation considered by the committee— 
the need to initiate a program to provide for the curing of such civic 
blight—is highly desirable. 

ccestis we are deeply disturbed that S. 722, as reported, contains 
provisions which could cause the economic decline of currently thriving 
areas. This is the result of insufficient standards and ineffective 
protections against the migration, or pirating, of industries from 
established areas into distressed ones. We recognize that it would be 
exceedingly difficult to write an ironclad provision into the bill pre- 
venting such shifts in the location of industries. We feel, however, 
that the relevant provisions in S. 722 can be tightened, and more 
definite standards prescribed for its adanaiatraticn. 

We believe that the purposes of the bill should be directed, as 
Hon. Frederick H. Mueller, Under Secretary of Commerce, suggested 
at the hearings, toward the objective ‘“‘that new jobs should be created 
in distressed communities rather than being transferred from another 
area.” ‘‘No Federal assistance,” he said, ‘would or should be ex- 
tended for any project involving the removal of a facility from one 
community to another.” 

And again, as Mr. H. Christian Sonne, chairman of the board of 
directors of the National Planning Association, testified— 


an effective depressed areas program must contribute to an 
increase in total production and total employment, not 
merely to a shift of production and employment from one 
area to another. We are seeking a program to help depressed 
areas participate in national economic growth and well-being, 
not to distribute the distress more evenly throughout the 
economy. 


The possibility of ‘distributing the distress more evenly throughout 
the economy” is precisely what disturbs us about the standards in 
S. 722 relating to the runaway shop. We favor a program aimed at 
creating and encouraging new industry and economic development in 
distressed areas, not one which permits or even encourages a further 
degree of deterioration of thriving communities through the migration 
of plants. 

Migration of industry was recognized by many witnesses during the 
hearings as a major factor in the promotion of distressed areas. As 
one witness noted: 


the fact remains that when a factory moves out of a commu- 
nity some part of its former work force finds it increasingly 
difficult to be reemployed in the same community. 
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Change is essential in our national growth, and when an industry 
migrates from one community to another on its own motivation and 
volition, that is one thing, but when it does so under inducements 
provided in a Government program, such as those embodied in S. 722, 
it is an entirely different and in our opinion unconscionable matter. 

The provisions of S. 722 unfortunately accept the fact that a little 
unemployment in developed areas arising from a shift of industries, 
under the terms of the bill, is quite acceptable. 

The preamble states in part— 


and that under the provisions of this Act new employment 
opportunities should be created by developing and expand- 
ing new and existing facilities and resources without sub- 
stantially reducing employment in other areas of the United 
States.”” (italic supplied). Under section 6(a) of the bill, 
(Loans and Participations) is the standard, ‘Such financial 
assistance shall not be extended for working capital, or to 
assist establishments relocating from one area to another when 
such assistance will result in substantial detriment to the area 
of original location by increasing unemployment. {italic 
supplied.] 


Furthermore, in section 112(6) (Industrial Redevelopment Areas 
Under the Area Redevelopment Act) is the language— 


but no such assistance shall be provided in any area if such 
Administrator determines that it will assist in relocating 
business operations from one area to another when such 
assistance will result in substantial detriment to the area of 
original location by increasing unemployment. 


Under these standards, no loan would be granted involving reloca- 
tion of industry where both “substantial detriment” and ‘increasing 
unemployment” would occur plus consideration that such a move 
would substantially reduce employment in the area of original loca- 
tion. In other words, the loans would not be denied for the move- 
ment of industry merely because of the creation of some unemploy- 
ment in the original community as long as it would not constitute a 
“substantial detriment.” 

What in fact would be considered to constitute “substantial 
detriment’’? 

If in an area from which a plant migrated, 100 new, unemployed 
workers were to be added to 1,000 or 5,000, or 15,000, others, which 
level would constitute ‘‘substantial detriment”? It would be exceed- 
ingly difficult to determine. Furthermore, such a standard would not 
include the effect of the loss of tax revenues in the original area or 
such matters as loss of business to merchants, seemingly important 
factors in any determination of substantial detriment. 

Promoters of this standard in S. 722, in interpreting its phraseology, 
acknowledge the fact that some unemployment would be tolerated in 
the area of original location of such a plant: 


If the proposed transfer of a plant from one area to another 
will create as much unemployment in the area it leaves as it 
absorbs in the area it moves to, nothing has been gained from 
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the point of view of the overall economy of the United 
States— 
it is said. 

The use of Federal funds for a transfer of this sort would not 
be justified. Expansion of existing firms and the creation and 
development of new businesses or new branches of firms in 
business elsewhere, without at the same time substantially 
reducing existing employment opportunities, is the aim of 
this Federal assistance. 


We would agree that the expansion of existing firms and the creation 
and development of new businesses or new branches of firms in 
business elsewhere should be the aim of the bill. We do not agree 
that the creation of some unemployment in areas of original location 
should be tolerated under the act. 

If the Congress intends to eliminate “pirating” or “raiding,” thea 
it ought to say so. The bill should be specific, not ambiguous, in 
this respect. 

We therefore supported in committee Mr. Halpern’s proposal to 
amend the runaway shop criterion so as to read: 


Such financial assistance shall not be extended * * * to 
assist establishments relocating from one area to another. 


Unfortunately, this amendment did not prevail. It would have given 
the administrators of the bill a clear and concise standard. It would 
comply with what we determine the aim of the bill to be, the creation 
of new jobs in distressed communities rather than a “distribution of 
the distress more evenly throughout the economy.” By defining 
general areas, as well, this standard would not prevent movements of 
plants within a specific area. 

However, the following new language, in our opinion, would clarify 
this objective even more: 


Under no circumstances shall financial assistance under this 
Act be provided to encourage, to facilitate, or to permit the 
movement of industry and industrial employment from 
present established locations to areas of industrial redevelop- 
ment. 


We also suggest that the preamble of the bill be amended to conform 
with this language, to read: 


and that under the provisions of this Act new employment 
opportunities should be created rather than merely 
transferred from one community to another. 


Such changes would provide clear and specific guidelines to the 
administrators of the bill; they would emphasize the creation of new 
opportunities and economic growth; and they would discourage the 
raiding of developed areas and the acceptance of “‘just a little unem- 
ployment.” 

We hope that this point will be clarified on the floor of the House 
through the adoption of such an amendment as we propose. 

Cuarues A. VANIK, 
Paut A. Fino. 
Fiorence P. Dwyer. 
Seymour HALPERN. 





DIFFERENCES BETWEEN THE BILL AS PASSED THE SENATE 
AND THE BILL AS REPORTED IN THE HOUSE 


The following is a list of the differences of substance between the 
bill as passed the Senate (referred to as the ‘‘Senate bill’) and the 
bill as reported in the House (referred to as the ‘‘House bill’”’): 


1. Industrial redevelopment areas 


A. Mandatory designation.—The Senate bill required the designa- 
tion as an industrial redevelopment area of any industrial area where 
unemployment (i) is at least 6 percent and has averaged at least 6 
percent throughout the qualifying period, and (ii) has been at least 
50 percent above the national average for 3 of the 4 preceding years, 
75 percent above the national aveage for 2 of the preceding 3 years, 
or 100 percent above the national average for 1 of the preceding 2 
years. Under the corresponding provision of the House bill, desig- 
nation of an area as an industrial redevelopment area is required 
where the unemployment rate in the area has been at least 12 per- 
cent during the preceding 12 months, 9 percent during at least 15 of 
the preceding 18 months, or 6 percent during at least 18 of the pre- 
ceding 24 months. (The House bill also adds a provision permitting 
the designation of an industrial redevelopment area where there has 
been unemployment of at least 15 percent (not temporary in nature) 
during the preceding 6 months.) 

B. Areas affected by tariff reductions.—The Senate bill provided a 
priority of consideration for designation as an industrial redevelop- 
ment area for areas containing industries adversely affected by reduc- 
tions of trade barriers under the Trade Agreements Extension Act of 
1951, where the President has transmitted a message to Congress or a 
report to the Ways and Means and Finance Committees concerning 
present or threatened injury to the industry or industries involved as 
required by that act. The House bill contains no such provision, 

2, Rural redevelopment areas 

A. Mandatory designation.—The House bill requires the designation 
as a rural redevelopment area of any county which is among the 500 
counties ranked lowest in level of living of farm-operator families or 
among the 500 counties ranked highest in percentage of commercial 
farms producing less than $2,500 worth of products for sale annually. 
The Senate bill did not contain this provision. 

B. Factors considered in designation.—The Senate bill included 
among the factors which the Administrator is directed to consider in 
designating rural redevelopment areas the proportion of the population 
of each area which has been receiving public assistance. Under the 
House bill this factor is omitted. 


3. Financing of the program 


Under the Senate bill the funds required for plant loans and for 
public facility loans would be raised by borrowing from the Treasury 
in public-debt transactions. Under the House bill these funds (like 
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the funds required for other types of assistance under the program) 
would be obtained through the regular appropriation process. 


4. Loans and participations 

A. Amount of assistance authorized—The Senate bill provided 
$100 million for plant loans and participations in industrial redevelop- 
ment areas and $100 million in rural redevelopment areas. Under 
the House bill, each of these amounts is reduced to $75 million. 

B. Order of repayment and subordination of security.—The Senate 
bill provided that Federal assistance in the form of plant loans be 
repayable only after repayment in full of all other loans (State, local, 
and private) made in connection with the same project, and that the 
security for such Federal assistance be subordinate and inferior to the 
security for such other loans. The House bill omits the provision 
postponing repayment of the Federal assistance, and provides that 
the security for such assistance will be subordinate and inferior to the 
security for other loans only to the extent the Administrator finds 
necessary to encourage participation in the program by other lenders 
and investors. 


5. Public facility loans 

A. Amount of assistance authorized.—The Senate bill provided 
$100 million for public facility loans. The House bill reduces this 
amount to $50 million. 

B. Ratio of loan to project cost.—The Senate bill limited the amount 
of a Federal public facility loan to 65 percent of the total project cost. 
The House bill permits such a loan up to the full amount of such cost, 
and therefore omits the provision of the Senate bill which requires a 
minimum contribution of 10 percent by the State and its political 
subdivisions as well as the provision which establishes a mandatory 
order of repayment and subordinates the security for Federal loans to 
the security for other loans. 

C. Interest rate—The Senate bill provided a maximum interest 
rate on Federal public facility loans equal to the current average 
yield on outstanding U.S. obligations of comparable maturities, 
plus one-fourth of 1 percent. Under the House bill the maximum 
rate is equal to the average annual interest rate on all interest-bearing 
obligations of the United States forming a part of the public debt 
at the end of the preceding fiscal year (adjusted to the nearest one- 
eighth of 1 percent), plus one-fourth of 1 percent. Under present 
conditions the maximum thus permitted would be about 4% percent 
under the Senate bill and 2% percent under the House bill. 

D. Other differences.—In addition, the House bill (i) omits the pro- 
visions of the Senate bill which authorized public facility loans to be 
made to private or public organizations or associations representing 
redevelopment areas or parts thereof; (ii) omits the provision requir- 
ing as a condition of such a loan that the project to be financed will 
provide more than a temporary alleviation of unemployment in the 
area (although both the Senate bill and the House bill require a finding 
that the project will tend to improve the opportunities in the area for 
the establishment or expansion of industrial: or commercial plants or 
facilities) ; (iii) requires as a condition of a public facility loan that the 
funds requested are not otherwise available on ‘equally favorable” 
terms (instead of on “reasonable” terms as in the Senate bill); and 
(iv) includes a new provision requiring as a condition of eligibility for 
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a public facility loan a finding that the area has an approved economic 
development program with which the project is consistent. 


6. Public facility grants 


A. Amount of assistance authorized—The Senate bill provided $75 
million for public facility grants. Under the House bill this amount 
is reduced to $35 million. 

B. Other differences. iti the House bill (i) omits the 
provision of the Senate bill authorizing public facility grants to be 
made to private or public organizations or associations representing 
redevelopment areas or parts thereof; (ii) omits the provision requiring 
as a condition of such a grant that the project will provide more than 
a temporary alleviation of unemployment in the area (although both 
the Senate bill and the House bill require a finding that the project 
will tend to improve the opportunities in the area “for the establish- 
ment or expansion of industrial or commercial plants or facilities) ; 
and (iii) ghee a new provision requiring as a condition of eligibility 
for a public facility grant a finding that the area has an approved 
economic development program with which the project is consistent. 
The House bill also makes applicable to public facility grants, as 
well as to plant loans and public facility loans (to which the corre- 
sponding provision of Senate bill is limited), the requirement that 
recipients of assistance keep full records concerning the projects for 
which such assistance is given and permit audits and examinations of 
such records by the Administrator and the Comptroller General. 


7. Urban renewal 


The Senate bill limited the amount of urban renewal funds which 
could be used under title I of the Housing Act of 1949 for the estab- 
lishment or improvement of industrial plants and facilities in indus- 
trial redevelopment areas (under the amendment to that act made by 
the bill) by providing that funds used for that purpose be included 
within the existing limit on the use of funds for the nonresidential 
redevelopment of urban renewal areas (10 percent of the total amount 
of capital grants heretofore or hereafter authorized by that title). 
The corresponding limitation in the House bill is 10 percent of the 
total amount of capital grants authorized by title I after January 1, 
1959. 


8. Vocational training 


Both the Senate bill and the House bill provide assistance, through 
the Secretary of Labor and the Secretary of Health, Education, and 
Welfare, for the vocational training and retraining of unemployed 
individuals in redevelopment areas to enable them to qualify for new 
employment in those areas. The House bill, however, differs from the 
Senate bill in that under it such assistance is required to be provided 
directly to the State board for vocational education, the area would 
be required to have an approved economic development program, 
and the amount authorized to be appropriated for financial assistance 
would be limited to $1,500,000 annually. 


9. Retraining subsistence payments 

The Senate bill provided for the payment, under State agreements 
entered into by the Secretary of Labor in consultation with the Ad- 
ministrator, of retraining subsistence payments to unemployed indi- 
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viduals in redevelopment areas for periods not to exceed 16 weeks in 
any case. Under the corresponding provision of the House bill, the 
maximum period for which such payments could be made in any case 
would be 13 weeks. 
10. Record of applications 

The Senate bill required the Administrator to maintain and keep 
available to the public a record of all approved applications for as- 
sistance under the program. The House bill does not contain this 
provision. 








SECTION-BY-SECTION SUMMARY OF THE BILL 


Section 1. Short title 


This section would provide that the act may be cited as the “Area 
Redevelopment Act.” 


Section 2. Declaration of purpose 


This section would declare it to be the purpose of the bill to provide 
Federal help for areas needing economic redevelopment so that they 
can expand their economic activities and alleviate the substantial 
unemployment and underemployment that prevail within such areas. 
This would be accomplished by assisting communities, industries, 
enterprises, and individuals to create new employment opportunities 
by developing and expanding new and existing facilities and resources, 
without substantially reducing employment in other areas of the 
United States. 


Section 3. Area Redevelopment Administration 


This section would establish an Area Redevelopment Administra- 
tion as an independent agency within the executive branch of the 
Government. The Administration would be headed by an Adminis- 
trator appointed by the President and subject to confirmation by the 
Senate. The Administrator would receive a salary of $20,000 a year. 
Section 4. Advisory Board 

Subsection (a) would create an Area Redevelopment Advisory 
Board to advise the Administrator in the performance of his functions 
under the bill. The Board would be composed of the Administrator, 
as Chairman, and 11 other department and agency heads whose 
functions are related to (or could assist in) the improvement of 
economic conditions in redevelopment areas. Any member of the 
Board could designate an officer of his agency to act for him as a 
member of the Board. The Chairman could invite other interested 
we in the executive branch to participate in the functions of the 

oard. 

Subsection (b) would require the Administrator to appoint a 25- 
member National Public Advisory Committee on Area Redevelop- 
ment, to be composed of representatives of labor, management, 
agriculture, and the general aakiies one of whom would be designated 
as Chairman by the Administrator. This Committee would be 
required to meet twice a year and make recommendations to the 
Administrator, from time to time, to assist him in carrying out his 
duties under the bill. 

Subsection (c) would authorize the Administrator to call together, 
confer with, and receive recommended plans and programs from, 
representatatives of any industry which has been a primary source of 
high levels of unemployment in the areas designated by the Adminis- 
trator as redevelopment areas. The Administrator would also be 
authorized to call upon representatives of interested governmental 
agencies, together with representatives of transportation and other 
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industries, to participate in any conference called under this sub- 
section. 


Section 5. Redevelopment areas 


This section would authorize the Administrator to designate two 
types of redevelopment areas—industrial and rural—in the United 
States. The designation of an area as a redevelopment area under 
this section would be necessary before such area could receive any 
of the forms of assistance provided for under the bill. 

Subsection (a) would authorize the Administrator to designate as 
an “industrial redevelopment area” any industrial area in the United 
States in which he determines that there has existed substantial and 
persistent unemployment over an extended period of time. The 
Administrator would be required to designate as an “industrial re- 
development area’”’ any industrial area in which there has existed un- 
employment of not less than (1) 12 percent of the labor force during 
the 12-month period immediately preceding the date on which applica- 
tion for assistance is made under the bill, (2) 9 percent of the labor 
force during at least 15 months out of the 18-month period immedi- 
ately preceding such date, or (3) 6 percent of the labor force during 
at least 18 months out of the 24-month period immediately preceding 
such date. This subsection would also authorize him to so designate 
any such area in which there has existed unemployment of not less 
than 15 percent of the labor foree during the 6-month period immedi- 
ately preceding the date on which application is made for assistance 
under the bill, if he determines that the principal causes of such un- 
employment are not temporary in nature. 

Subsection (b) would require the Administrator to designate as 
“rural redevelopment areas” those rural areas in the United States in 
which he determines that there exist the largest number and per- 
centage of low-income farm families, and a condition of substantial 
and persistent unemployment or underemployment. In making 
these designations the Administrator would be required to consider, 
among other relevant factors, the number of low-income farm families 
in the various rural areas in the United States, the ratio of such low- 
income families to the total farm families of each of such areas, 
the relationship of the income levels of families in each such area 
to the general levels of income in the United States, the current and 
prospective employment opportunities in each such area, and the 
availabiity of manpower in each such area for supplemental em- 
ployment. Designation would be mandatory for any county which 
is among the 500 counties ranked (1) lowest in level of living of farm- 
operator families or (2) highest in percentage of commercial farms 
producing less than $2,500 “worth of products for sale annually; the 
Secretary of Agriculture would be required to compile, and keep 
current, lists of such counties. 

Subsection (c) would provide that, in determining which areas 
should be designated as redevelopment areas, the Administrator 
would be guided, but not conclusively governed, by studies made, and 
information compiled, by Federal agencies, State and local govern- 
ments, educational institutions, and private organizations. 

Subsection (d) would authorize the Secretary of Labor, the Secre- 
tary of Agriculture, and the Secretary of Commerce to conduct studies, 
obtain information, and furnish data requested by the Administrator 
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to aid him in the designation of redevelopment areas. The Adminis- 
trator would be required to reimburse such agencies for expenses in- 
curred by them under this subsection. 

Subsection (e) would define the term “redevelopment area,’ as used 
in the bill, to mean any area within the United States which has been 
designated by the Administrator as an industrial redevelopment area 
or a rural redevelopment area. Such areas could include one or more 
counties or municipalities, or a part of a county or municipality. 


Section 6. Loans and participations 

Subsection (a) would authorize the Administrator to make loans 
(including immediate participations therein) to assist in the purchase 
or development of land and facilities (including machinery and equip- 
ment) for industrial use, or for the construction, rehabilitation, or alter- 
ation of buildings for industrial use. Such assistance could not be 
extended for working capital, or to assist establishments relocating 
from one area to another when such assistance would result in sub- 
stantial detriment to the area of original location by increasing unem- 
ployment. 

Subsection (b) would impose the following restrictions and limita- 
tions on financial assistance available under this section. 

(1) The total amount of loans and participations outstanding at 
any One time with respect to industrial redevelopment areas could not 
exceed $75 million, and with respect to rural redevelopment areas 
could not exceed $75 million. 

(2) The assistance could be extended only to those applicants ap- 
proved for such assistance by an agency (of the State or political sub- 
division in which the project is located) which is directly concerned 
with problems of economic development in such State or political 
subdivision, except as provided in subsection (c). 

(3) The project must be reasonably calculated to provide more 
than a temporary alleviation of unemployment or underemployment 
in the area. 

(4) Such assistance could be extended only if it is not otherwise 
available from private lenders or other Federal agencies on reasonable 
terms. 

(5) No loan could be made if an immediate participation is available. 

(6) Reasonable assurance of repayment would be required. 

(7) No loan could be made for a period exceeding 30 years; but this 
restriction would not apply in certain cases involving the obligor’s 
insolvency, or where an extension or renewal not exceeding 10 years 
would aid in the orderly liquidation of the loan. 

(8) Loans would bear interest at a rate (fixed by the Secretary of the 
Treasury) not more than the average yield on outstanding marketable 
U.S. obligations of comparable maturities plus one-half of 1 percent 
(this works out at about 4% percent currently). From interest pay- 
ments, one-fourth of 1 percent of the outstanding balance would be 
set aside as a reserve for losses. 

(9) The assistance could not exceed 65 percent of the total cost of 
any particular project, exclusive of other Federal aid, and the following 
conditions, among others, would be applicable: 

(A) The total of funds available from all sources (including 
assistance under this section) must be sufficient to complete the 
project. 
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(B) At least 10 percent of the total cost of the project must 
be supplied by the State, or any agency or subdivision thereof, 
or by a community or area organization, as equity capital, or as a 
loan. 

(C) At least 5 percent of the total cost of any project in 
any redevelopment area must be supplied by nongovernmental 
sources. 

(D) The security for Federal assistance extended under this 
section will be subordinate and inferior to the security for other 
loans with respect to the same project to the extent the Adminis- 
trator considers it necessary to encourage participation in the 
program by other lenders and investors. 

(10) No assistance could be extended under this section unless an 
overall program for the economic development of the area has been 
submitted to and approved by the Administrator, and the project for 
which such assistance is sought is consistent with such program and 
with State and local law. 

Subsection (c) would authorize the Administrator to appoint a 
local committee to screen applicants for loans in any case where no 
agency is qualified to do so under State law. Such a committee 
would consist of not less than seven area residents, representative of 
labor, commercial, industrial, and farm groups, and the general 
public. 

Subsection (d) would authorize an appropriation of $150 million 
for loans under this section. $75 million of this amount would be 
put in a revolving fund for loans to industrial redevelopment areas 
and $75 million in a revolving fund for loans to rural redevelopment 
areas. 


Section 7. Loans for public facilities 

Subsection (a) would authorize the Administrator to make loans 
to State or local governments or Indian tribes to purchase or develop 
land for public facilities, or to construct, rehabilitate, or improve 
public facilities. Such a loan could be made only if (1) the project 
will promote industrial or commercial development in the area; (2) the 
funds sought are not otherwise available on equally favorable terms; 
(3) the loan (plus any other available funds) will cover the cost of the 
project; (4) there is a reasonable expectation of repayment; and (5) 
the area has an approved economic development program and the 
project conforms with the program. 

Subsection (b) provides that no loan may exceed the total cost of 
the project. It also provides for maximum loan maturities of 40 years, 
and a Maximum interest rate equal to the average rate (adjusted to 
the nearest one-eighth of 1 percent) on all outstanding U.S. obliga- 
tions at the end of the preceding fiscal year, plus one-fourth of 1 per- 
cent (this works out currently at 2% percent). 

Subsection (c) authorizes an appropriation of $50 million, which 
would be put in a revolving fund for loans under this section. 

Subsection (d) provides that no such loan shall be made with respect 
to any public facility which would compete with an existing privately 
owned public utility rendering a service to the public at rates or 
charges subject to regulation by a State regulatory body, unless such 
State regulatory body determines that there is a need for an increase 
in such service, in the area to be served by the public facility for which 
the loan is requested under this section, which such existing public 
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utility is unable to meet through its existing facilities or through any 
expansion it is prepared to undertake. 


Section 8. Grants for public facilities 

Subsections (a) and (b) would authorize the Administrator to make 
studies of the needs for public facilities in the various redevelopment 
areas and to make grants for the acquisition or development of land 
for public facility usage in redevelopment areas, and for the construc- 
tion, rehabilitation, or improvement of public facilities in such areas. 
Any such grant could be made only pursuant to a proposal (showing 
the proposed project, its cost, and the proposed local contributions) 
received by the Administrator from a State or local government or 
an Indian tribe, and only if (1) the proposed project will tend to 
promote industrial or commercial development in the area, (2) the 
entity requesting the grant will contribute to the cost of the project in 
proportion to its ability to contribute, (3) the project is urgently 
needed in the area and could not be undertaken without such a grant, 
and (4) the area has an approved economic development program and 
the project conforms with the program. No such grant could exceed 
the difference between the total cost of the project and the amount 
available for it from other sources (including a loan under sec. 7). 

Subsection (c) would require the Administrator to issue regulations 
to insure that Federal funds granted under this section are not wasted 
or dissipated. 

Subsection (d) contains the same protection for existing public 
utilities under the grant program as section 7(d) provides under the 
public facility loan program. 

Subsection (e) would authorize appropriations not exceeding $35 
million for public facility grants under this section. 


Section 9. Information 

This section would require the Administrator to aid redevelopment 
areas by furnishing to individuals, communities, industries, and 
enterprises in such areas any form of assistance, information, or advice 
obtainable from Federal agencies which would be useful in alleviating 
conditions of unemployment or underemployment in such areas. 
In addition, the Administrator would be required to furnish the 
procurement divisions of Federal agencies with the names and ad- 
dresses of business firms (located in redevelopment areas) which are 
desirous of obtaining Government contracts to furnish supplies or 
services, and designating the supplies or services such firms are 
engaged in providing. 


Section 10. Technical assistance 


This section would authorize the Administrator to provide technical 
assistance to redevelopment areas, including studies evaluating the 
needs of, and developing potentialities for, economic growth of such 
areas. Appropriations of not to exceed $4,500,000 annually would be 
authorized to carry out this section. 


Section 11. Powers of Administrator 

This section would provide the Administrator with the adminis- 
trative powers needed to carry out the area redevelopment program 
under the bill. The Administrator would be authorized to appoint 
and compensate officers and employees (including experts and con- 
sultants for periods of up to 6 months) and procure the services of 
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attorneys by contract; to hold hearings; to secure needed information 
from other Federal agencies; to engage in such business transactions, 
and to take such action to acquire, dispose of, and otherwise deal 
with both real and personal property and to enforce any rights, claims, 
and obligations, as may be necessary or appropriate in connection 
with the performance of his duties under the bill; and to establish 
such rules and regulations as may be appropriate in carrying out the 
provisions of the bill. 


Section 12. Termination of eligibility for further assistance 

This section would require the Administrator to terminate the 
eligibility for assistance under the bill of any area previously desig- 
nated by him as a redevelopment area when he finds that the economic 
conditions within such area no longer warrant such assistance. Such 
area could be redesignated as a redevelopment area whenever the 
Administrator finds that economic conditions within such area again 
warrant such assistance. No action by the Administrator in termi- 
nating such eligibility would affect the validity of any contract entered 
into before such termination. The Administrator would be required 
to keep interested Federal, State, and local agencies advised of any 
changes with respect to the designation of any area under this section. 


Section 13. Urban renewal 


This section would amend title I of the Housing Act of 1949, as 
amended, by adding at the end thereof a new section 112 which would 
permit the use of the slum clearance and urban redev elopment pro- 
visions of that title (without regard to certain limitations which 
would otherwise be applicable) to assist in the establishment or im- 
provement of industrial plants and facilities in areas designated as 
industrial redevelopment areas under section 5 (a) of the bill. 

Subsection (a) a the new section 112 would provide that financial 
assistance under title I for slum clearance and urban redevelopment 
activities could be provided in any area certified by the Area Redevel- 
opment Administrator to the Housing and Home Finance Adminis- 
trator as an industrial redevelopment area which is reasonably ae 
to achieve more than temporary improvement in its economic devel- 
opment with assistance provided under the bill and pursuant to 
other undertakings. 

Subsection (b) of the new section 112 would provide that financial 
assistance could be furnished under title I without regard to the 
existing requirement that the project area be predominantly residen- 
tial in character and that it be redeveloped for predominantly resi- 
dential uses; but such assistance could not be provided to relocate 
business operations from one area to another when such assistance 
would result in substantial detriment to the area of original location 
by increasing unemployment. 

Subsection (c) of the new section 112 would permit such assistance 
for any project in an area which includes primarily industrial or 
commercial structures suitable for rehabilitation under the urban 
renewal plan for the area. 

Subsection (d) of the new section 112 would provide that such 
assistance could be furnished without regard to the existing require- 
ment that any land acquired in the project area be disposed of for 
immediate development; under this subsection such land could be 
conveyed to any public agency or nonprofit corporation for disposi- 
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tion and development at an indefinite later date (but as promptly as 
practicable). The bill would provide that the initial conveyance, to 
the public agency or nonprofit corporation, shall be at fair market 
value. 

Subsection (e) of the new section 112 would permit such assistance 
to be continued until the completion of the project even though the 
area ee ceases to be an industrial redevelopment area under 
the bill. 

Subsection (f) of the new section 112 would make available for 
assistance under that section up to 10 percent of the funds authorized 
after January 1, 1959, for capital grants under section 103 of title I. 
This would prevent projects receiving assistance under the new section 
112 from competing for assistance with projects seeking assistance 
under the other exemptions from the predominantly residential re- 
quirement provided for by the next to the last paragraph of section 
110(c) of title I. The total amount available for assistance under 
the present exemptions is limited to 10 percent of the total amount of 
capital grants authorized under such title. 


Section 14. Urban planning grants 


This section would amend section 701 of the Housing Act of 1954 
to make planning grants available under that section to counties, 
cities, and other municipalities which are situated in areas designated 
as industrial redevelopment areas under section 5(a) of the bill, even 
though their population exceeds 25,000. 


Section 15. Vocational training 


This section would authorize the Secretary of Labor to make, or 
assist in, studies of the labor force in any redevelopment area. When 
the skills of the labor force in such an area are inadequate, the Secre- 
tary of Labor could provide advice and technical assistance in estab- 
lishing a program to improve the utilization of the labor force. If 
the Secretary of Labor finds a need for vocational education services 
in such an area, and if the area has an approved economic development 
program, the Secretary of Labor could help interested agencies to 
determine vocational training needs of unemployed residents of the 
area, and he would be required to notify the Secretary of Health, 
Education, and Welfare of the area’s vocational training requirements. 
The Secretary of Health, Education, and Welfare could provide 
assistance (including financial assistance up to $1,500,000 annually) 
to the State board for vocational education to provide such services 
in the area. Any training so provided must be designed to enable 
unemployed persons to qualify for new employment in the area. 
Section 16. Retraining subsistence payments 

This section would require the Secretary of Labor to enter into 
agreements with States in which redevelopment areas are located 
whereby such States (as agents of the United States) would make 
weekly retraining payments to unemployed individuals in such areas 
who are not entitled to unemployment compensation and who are 
undergoing training for new jobs. Such payments could not be made 
to any individual for more than 13 weeks, and each such payment 
would be equal in amount to the average weekly unemployment- 
compensation payment payable in the State concerned. Appropria- 
tions of not more than $10 million would be authorized for such 
payments. It is not intended by this section (or by sec. 15) to author- 
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ize the creation of any contractual obligation to furnish financial 
assistance, binding upon the United States, in advance of appropria- 
tions adequate to carry out such obligation. 


Section 17. Penalties 


Subsection (a) makes it a crime to make a false statement or will- 
fully overvalue a security for the purpose of obtaining a loan, or of 
influencing any action of the Administrator, or to obtain money, 
property, or anything of value under the bill. 

Subsection (b) makes it a crime for any employee or agent of the 
Administrator to embezzle or misapply any money or securities, or 
make any false entries, or (with intent to defraud) to issue or assign 
notes or other documents or participate or share in any loan or con- 
tract made by the Administrator, or to give out any unauthorized 
information about the actions or plans of the Administrator, or to 
invest or speculate in the securities of a company receiving assistance 
from the Administrator. 


Section 18. Employment of expediters and administrative employees 


This section would provide that the Administrator could not make 
a loan to a business enterprise unless the names of the attorneys and 
agents expediting the application and the fees paid to them are cer- 
tified to the Administrator, and unless an agreement is executed 
requiring the firm to refrain from employing or offering to employ 
or retain the professional services of any employee of the Admuinis- 
trator who exercised discretionary power, with respect to the granting 
of assistance under the bill, at the time such firm was granted assist- 
ance, or during the preceding year. Such agreement would be bind- 
ing on the firm for a period of 2 years after receiving any assistance 
from the Administrator. 


Section 19. Prevailing rate of wage and 40-hour week 


This section would require the Administrator to insure that all 
laborers and mechanics employed by contractors and subcontractors 
on projects undertaken by public applicants assisted under the bill 
(1) be paid wages at rates no less than those prevailing on the same 
type of work on similar construction in the immediate locality, as 
determined by the Secretary of Labor under the Davis-Bacon Act, 
and (2) receive time and one-half for hours worked during a week 
in excess of 40. 


Section 20. Annual report 


This section would require the Administrator to submit a compre- 
hensive and detailed annual report to the Congress, beginning with 
the fiscal year ending June 30, 1960. The report would show, —- 
other things, the number and size of Government contracts place 
with business firms located in redevelopment areas, and the amount 
and duration of employment resulting from such contracts. The 
various Federal agencies would be required to furnish the Adminis- 
trator such information as he may request to enable him to carry out 
his duties under this section. 


Section 21. Appropriation for administrative expenses 
This section would authorize the appropriation of such sums as 


may be necessary for administrative expenses to carry out the provi- 
sions of the bill. 
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Section 22. Use of other facilities 

This section would require the Administrator to use, to the extent 
practicable, services and facilities available from other Federal agencies 
(with their consent and on a reimbursable basis) in order to avoid 
duplication of activities and minimize the expense of carrying out 
the provisions of the bill. This section would also require other 
Federal agencies to exercise their powers, duties, and functions so as 
to assist in carrying out the objectives of the bill. 

Section 23. Records and audit 

Subsection (a) would require each recipient of assistance under the 
bill to keep such records as the Administrator shall prescribe, including 
records which disclose the amount and disposition of such assistance, 
the total cost of the project, the amount and nature of that portion 
of such cost supplied by other sources, and such other records as 
would facilitate an effective audit. 

Subsection (b) would give the Administrator and the Comptroller 
General of the United States access, for the purpose of audit and 
examination, to any records of the recipient pertinent to assistance 
received under the bill. The Administrator would be primarily 
responsible for auditing the books of recipients of assistance under 
this section, leaving to the General Accounting Office the task of 
auditing as many recipients each year as determined necessary by the 
Comptroller General. 





CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows (new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


Title I of Housing Act of 1949, as Amended 
TITLE I—SLUM CLEARANCE AND URBAN RENEWAL 
URBAN RENEWAL FUND 


Sec. 100. The authorizations, funds, and appropriations available 
pursuant to sections 102 and 103 hereof shall constitute a fund, to be 
known as the ‘‘Urban Renewal Fund,” and shall be available for ad- 
vances, loans, and capital grants to local public agencies for urban 
renewal projects in accordance with the provisions of this title, and 
all contracts, obligations, assets, and liabilities existing under or pur- 
suant to said sections prior to the enactment of the Housing Act of 
1954 are hereby transferred to said Fund. 


LOCAL RESPONSIBILITIES 


Sec. 101. (a) In entering into any contract for advances for sur- 
veys, plans, and other preliminary work for projects under this title, 
the Administrator shall give consideration to the extent to which 
appropriate local public bodies have undertaken positive programs 
(through the adoption, modernization, administration, and enforce- 
ment of housing, zoning, building and other local laws, codes and regu- 
lations relating to land use and adequate standards of health, sani- 
tation, and safety for buildings, including the use and occupancy of 
dwellings) for (1) preventing the spread or recurrence in the com- 
munity of slums and blighted areas, and (2) encouraging housing cost 
reductions through the use of appropriate new materials, techniques, 
and methods in land and residential planning, design, and construc- 
tion, the increase of efficiency in residential construction, and the 
elimination of restrictive practices which unnecessarily increase hous- 
ing costs. 

(b) In the administration of this title, the Administrator shall 
encourage the operations of such local public agencies as are established 
on a State, or regional (within a State), or unified metropolitan basis 
or as are established on such other basis as permits such agencies to 
contribute effectively toward the solution of community development 
or redevelopment problems on a State, or regional (within a State), 
or unified metropolitan basis. 

(c) No contract shall be entered into for any loan or capital grant 
under this title, or for annual contributions or capital grants pursuant 
to the United States Housing Act of 1937, as amended, for any project 
or projects not constructed or covered by a contract for annual con- 
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tributions prior to August 1, 1956, and no mortgage shall be insured, 
and no commitment to insure a mortgage shall be issued, under sec- 
tion 220 or 221 of the National Housing Act, as amended, unless (1) 
there is presented to the Administrator by the locality a workable 
rogram (which shall include an official plan of action, as it exists 
rom time to time, for effectively dealing with the problem of urban 
slums and blight within the community and for the establishment 
and preservation of a well-planned community with well-organized 
residential neighborhoods of decent homes and suitable living environ- 
ment for adequate family life) for utilizing appropriate private and 
public resources to eliminate, and prevent the development or spread 
of, slums and urban blight, to encourage needed urban rehabilitation, 
to provide for the redevelopment of blighted, deteriorated, or slum 
areas, or to undertake such of the aforesaid activities or other feasible 
community activities as may be suitably employed to achieve the 
objectives of such a program, and (2) on the basis of his review of 
such program, the Administrator determines that such program meets 
the requirements of this subsection and certifies to the constituent 
agencies affected that the Federal assistance may be made available 
in such community: Provided, That this sentence shall not apply to 
the insurance of, or commitment to insure, a mortgage under section 
220 of the National Housing Act, as amended, if the mortgaged 
property is in an area referred to in clause (A)(i) of paragraph (1) 
of section 220(d), or under section 221 of the National Housing Act, 
as amended, if the mortgaged property is in a community referred to 
in clause (2) of section 221(a) of said Act: And provided further, 
That, notwithstanding any other provisions of law which would 
authorize such delegation or transfer, there shall not be delegated or 
transferred to any other official (except an officer or employee of the 
Housing and Home Finance Agency serving as Acting Administrator 
during the absence or disability of the Administrator or in the event of 
a vacancy in that office) the final authority vested in the Administra- 
tor (i) to determine whether any such workable program meets the 
requirements of this subsection, (ii) to make the certification that 
Federal assistance of the types enumerated in this subsection may be 
made available in such community, (iii) to make the certifications as 
to the maximum number of dwelling units needed for the relocation of 
families to be displaced as a result of governmental action in a com- 
munity and who would be eligible to rent or purchase dwelling 
accommodations in properties covered by mortgage insurance under 
section 221 of the National Housing Act, as amended, or (iv) to deter- 
mine that the relocation requirements of section 105(c) of this title 
have been met. 

(d) The Administrator is authorized to establish facilities (1) for 
furnishing to communities, at their request, an urban renewal service 
to assist them in the preparation of a workable program as referred to 
in the preceding subsection and to provide them with technical and 
professional assistance for planning and developing local urban re- 
newal programs, and (2) for the assembly, analysis and reporting of 
information pertaining to such programs. 
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LOANS 


Src. 102. (a) To assist local communities in the elimination of slums 
and blighted or deteriorated or deteriorating areas, in preventing the 
spread of slums, blight or deterioration, and in providing maximum 
opportunity for the redevelopment, rehabilitation, and conservation 
of such areas by private enterprise, the Administrator may make 
temporary and definitive loans to local public agencies in accordance 
with the provisions of this title for the undertaking of urban renewal 
projects. Such loans (outstanding at any one time) shall be in such 
amounts not exceeding the estimated expenditures to be made by the 
local public agency as part of the gross project cost, bear interest at 
such rate (not. less than the applicable going Federal rate), be secured 
in such manner, and be repaid within ‘such period (not exceeding, in 
the case of definitive loans, forty years from the date of the bonds or 
other obligations evidencing such loans), as may be deemed advisable 
by the Administrator. 

(b) In connection with any project on land which is open or pre- 
dominantly open, the Administrator may make t temporary loans to 
municipalities or other public bodies for the provision of public build- 
ings or facilities necessary to serve or support the new uses of such 
land in the project area. Such temporary loans shall be in such amounts 
not exceeding the expenditures to be made for such purpose, bear 
interest at such rate (not less than the applicable going Federal rate), 
be secured in such manner, and be repaid within such period (not 
exceeding ten years from the date of the obligations evidencing such 
loans), as may be deemed advisable by the Administrator. 

(c) Loans made pursuant to subsection (a) or (b) hereof may be 
made subject to the condition that, if at any time or times or for any 
period or periods during the life of the loan contract the local public 
agency can obtain loan funds from sources other than the Federal 
Government at interest rates lower than provided in the loan contract, 
it may do so with the consent of the Administrator at such times and 
for such periods without waiving or surrendering any rights to loan 
funds under the contract for the remainder of the life of such contract, 
and, in any such case, the Administrator is authorized to consent to 
a pledge by the local public agency of the loan contract, and any or 
all of its rights thereunder, as security for the repayment of the loan 
funds so obtained from other sources. 

(d) The Administrator may make advances of funds to local public 
agencies for surveys of urban areas to determine whether the un- 
dertaking of urban renewal projects therein may be feasible and 
for surveys and plans for urban renewal projects which may be 
assisted under this title, including, but not limited to, (i) plans for 
carrying out a program of voluntar y repair and rehabilitation of build- 
ings and improvements, (ii) plans’ for the enforcement of State and 
local laws, codes, and regulations relating to the use of land and the 
use and occupancy of buildings and improvements, and to the com- 
pulsory repair, rehabilitation, ‘demolition, or removal of buildings and 
improvements, and (iil) appraisals, title searches, and other prelimi- 
nary work necessary to prepare for the acquisition of land in connec- 
tion with the undertaking of such projects. The contract for any such 
advance of funds shall be made upon the condition that such advance 
of funds shall be repaid with interest at not less than the applicable 
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oing Federal rate, out of any moneys which become available to the 
ocal public agency for the undertaking of the project involved. No 
contract for any such advances of funds for surveys and plans for urban 
renewal projects which may be assisted under this title shall be made 
unless the governing body of the locality involved has by resolution or 
ordinance approved the undertaking of such surveys and plans and 
the submission by the local public agency of an application for such 
advance of funds. Notwithstanding section 110(h) or the use in any 
other provision of this title of the term “local public agency” or 
“local public agencies” the Administrator may make advances of funds 
under this subsection for surveys and plans for an urban renewal 
project (including General Neighborhood Renewal Plans as herein 
after defined) to a single local public body which has the authority to 
undertake and carry out a substantial portion, as determined by the 
Administrator, of the surveys and plans or the project respecting which 
such surveys and plans are to be made: Provided, That the application 
for such advances shows, to the satisfaction of the Administrator, that 
the filing thereof has been approved by the public body or bodies 
authorized to undertake the other portions of the surveys and plans 
or of the project which the applicant is not authorized to undertake. 

In order to facilitate proper preliminary planning for the attain- 
ment of the urban renewal objectives of this title, the Administrator 
may also make advances of funds (in addition to those authorized 
above) to local public agencies for the preparation of General Neigh- 
borhood Renewal Plans (as herein defined) for urban renewal areas of 
such scope that the urban renewal activities therein may have to be 
carried out in stages, consistent with the capacity and resources of the 
respective local public agency, over an estimated period of not more 
than ten years. No contract for advances for the preparation of a 
General Neighborhood Renewal Plan may be made unless the Admin- 
istrator has determined that: 

(1) in the interest of sound community planning, it is desirable 
that the urban renewal area be planned for urban renewal pur- 
poses in its entirety; 

(2) the local public agency proposes to undertake promptly an 
urban renewal project embracing at least 10 per centum of such 
area, upon completion of the General Neighborhood Renewal Plan 
and the preparation of an urban renewal plan for such project; and 

(3) the governing body of the localitv has by resolution or 
ordinance (i) approved the undertaking of the General Neighbor- 
hood Renewal Plan and the submission of an application for such 
advance and (ii) represented that such plan will be used to the 
fullest extent feasible as a guide for the provision of public im- 
provements in such area and that the plan will be considered in for- 
mulating codes and other regulatory measures affecting property 
in the area and in undertaking other local governmental activities 
pertaining to the development, redevelopment, rehabilitation, and 
conservation of the area. 

The contract for any such advance of funds for a General Neighbor- 
hood Renewal Plan shall be made upon the condition that such ad- 
vance shall be repaid, with interest at not less than the o— 
going Federal rate, out of any moneys which become available to the 
ocal public agency for the undertaking of the first urban renewal 
project in such area: Provided, That in the event of the undertaking of 
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any other project or projects in such area an appropriate allocation of 
the amount of the advance, with interest, may be effected to the end 
that each such project may bear its proper allocable part, as deter- 
mined by the Administrator, of the cost of the General Neighborhood 
Renewal Plan. As used herein, a General Neighborhood Renewal 
Plan means a preliminary plan (conforming, in the determination of 
the governing body of the locality, to the general plan of the locality 
as a whole and to the workable program of the community meeting 
the requirements of section 101) which outlines the urban renewal 
activities proposed for the area involved, provides a framework for 
the preparation of urban renewal plans and indicates generally, to the 
extent feasible in preliminary planning, the land uses, population, 
density, building coverage, prospective requirements for rehabilita- 
tion and improvement of property, and any portions of the area con- 
templated for clearance and redevelopment. 

(e) To obtain funds for loans under this title, the Administrator, on 
and after July 1, 1949, may, with the approval of the President, issue 
and have outstanding at any one time notes and obligations for pur- 
chase by the Secretary of the Treasury in an amunt not to exceed 
$25,000,000, which limit on such outstanding amount shall be in- 
creased by $225,000,000 on July 1, 1950, and by further amounts of 
$250,000,000 on July 1 in each of the years 1951, 1952, and 1953, 
respectively: Provided, That (subject to the total authorization of not 
to exceed $1,000,000,000) such limit, and any such authorized increase 
therein, may be increased, at any time or times by additional amounts 
aggregating not more than $250,000,000 upon a determination by 
the President, after receiving advice from the Council of Economic 
Advisers as to the general effect of such increase upon the conditions 
in the building industry and upon the national economy, that such 
action is in the public interest. 

(f) Notes or other obligations issued by the Administrator under 
this title shall be in such forms and denominations, have such maturi- 
ties, and be subject to such terms and conditions as may be prescribed 
by the Administrator, with the approval of the Secretary of the 
Treasury. Such notes or other obligations shall bear interest at a rate 
determined by the Secretary of the Treasury, taking into consideration 
the current average rate on outstanding marketable obligations of the 
United States as of the last day of the month preceding the issuance of 
such notes or other obligations. The Secretary of the Treasury is 
authorized and directed to purchase any notes and other obligations of 
the Administrator issued under this title and for such purpose is 
authorized to use as a public debt transaction the proceeds from the 
sale of any securities issued under the Second Liberty Bond Act, as 
amended, and the purposes for which securities may be issued under 
such Act, as amended, are extended to include any purchases of sueh 
notes and other obligations. The Secretary of the Treasury may at 
any time sell any of the notes or other obligations acquired by him 
under this section. All redemptions, purchases, and sales by the 
Secretary of the Treasury of such notes or other obligations shall be 
treated as public debt transactions of the United States. 

(g) Obligations, including interest thereon, issued by local public 
agencies for projects assisted pursuant to this title, and income derived 
by such agencies from such projects, shall be exempt from all taxation 
now or hereafter imposed by the United States. 
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CAPITAL GRANTS 


Sxc. 103. (a) The Administrator may make capital grants to local 
public agencies in accordance with the provisions of this title for urban 
renewal projects: Provided, That the Administrator shall not make any 
contract for capital grant with respect to a project which consists of 
open land. The aggregate of such capital grants with respect to all the 

rojects of a local public agency on which contracts for capital grants 

ave been made under this title, exclusive of projects referred to in the 
proviso hereto, shall not exceed two-thirds of the aggregate of the net 
project costs of such nonexcluded projects: Provided, That the aggre- 
gate of such capital grants may exceed two-thirds but not three-fourths 
of the aggregate net project costs of those projects which the Adminis- 
trator, at the request of a local public agency, may approve on such 
a three-fourths capital grant basis. A capital grant with respect to any 
individual project shall not exceed the difference between the net proj- 
ect cost and the local grants-in-aid actually made with respect to the 
project. 

(b) The Administrator, on and after July 1, 1949, may, with the ap- 
proval of the President, contract to make capital grants, with respect 
to projects assisted under this title, aggregating not to exceed 
$900,000,000, which limit shall be increased by $350,000,000 on the 
date of the enactment of the Housing Act of 1957: Provided, That 
such limit, and any such authorized increase therein, may be increased, 
at any time or times, by additional amounts aggregating not more than 
$100,000,000 upon a determination by the President, after receiving 
advice from the Council of Economic Advisers as to the general effect 
of such increase upon the conditions in the building industry and upon 
the national economy, that such action is in the public interest. The 
faith of the United States is solemnly pledged to the payment of all 
capital grants contracted for under this title, and there are hereby 
authorized to be appropriated, out of any money in the Treasury not 
otherwise appropriated, the amounts necessary to provide for such 
payments. 

REQUIREMENTS FOR LOCAL GRANTS-IN-AID 


Src. 104. Every contract for capital grants under this title shall 
require local grants-in-aid in connection with the project involved. 
Such local grants-in-aid, together with the local grants-in-aid to be 
provided in connection with all other projects of the local public 
agency on which contracts for capital grants have theretofore been 
made, shall not be required in excess of one-third of the aggregate net 
project costs of all projects of the local public agency on which con- 
tracts for capital grants have been made on the two-thirds basis, or in 
excess of one-fourth of the aggregate net project costs of all projects 
of the local public agency on which contracts for capital grants have 
been made on the three-fourths basis. 


LOCAL DETERMINATIONS 


Sxc. 105. Contracts for loans for capital grants shall be made only 
with a duly authorized local public agency and shall require that— 

(a) The urban renewal plan for the urban renewal area be approved 
by the governing body of the locality in which the project is situated, 
and that such approval include findings by the governing body that 
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(i) the financial aid to be provided in the contract is necessary to 
enable the project to be undertaken in accordance with the urban 
renewal plan; (ii) the urban renewal plan will afford maximum 
opportunity, consistent with the sound needs of the locality as a whole, 
for the rehabilitation or redevelopment of the urban renewal area by 
private enterprise; and (iii) the urban renewal plan conforms to a 
general plan for the development of the locality as a whole; 

(b) When real property acquired or held by the local public 
agency in connection with the project is sold or leased, the purchasers 
or lessees and their assignees shall be obligated (i) to devote such 
property to the uses specified in the urban renewal plan for the pro- 
ject area; (ii) to begin within a reasonable time any improvements 
on such property required by the urban renewal plan; and (ili) to 
comply with such other conditions as the Administrator finds, prior 
to the execution of the contract for loan or capital grant pursuant to 
this title, are necessary to carry out the purposes of this title: Provided, 
That clause (ii) of this subsection shall not apply to mortgagees and 
others who acquire an interest in such property as the result of the 
enforcement of any lien or claim thereon: 

(c) There be a feasible method for the temporary relocation of 
families displaced from the urban renewed area, and that there are or 
are being provided, in the urban renewal area or in other areas not 
generally less desirable in regard to public utilities and public and 
commercial facilities and at rents or prices within the financial means 
of the families displaced from the urban renewal area, decent, safe, and 
sanitary dwellings equal in number to the number of and available 
to such displaced families and reasonably accessible to their places of 
employment. 


(d) No land for any project to be assisted under this title shall be 
acquired by the local public agency except after public hearing follow- 
ing notice of the date, time, place, and purpose of such hearing. 


GENERAL PROVISIONS 


Sec. 106. (a) In the performance of, and with respect to, the func- 
tions, powers, and duties vested in him by this title, the Administrator, 
notwithstanding the provisions of any other law, shall— 

(1) appoint a Director to administer the provisions of this title 
under the direetion and supervision of the Administrator and 
the basic rate of compensation of such position shall be the same as 
the basic rate of compensation established for the heads of the 
constituent agencies of the Housing and Home Finance Agency; 

(2) prepare annually and submit a budget program as provided 
for wholly owned Government corporations by the Government 
Corporation Control Act, as amended; 

(3) maintain an integral set of accounts which shall be audited 
annually by the General Accounting Office in accordance with the 
principles and procedures applicable to commercial transactions 
as provided by the Government Corporation Control Act, as 
amended, and no other audit shall be required: Provided, That 
such financial transactions of the Administrator as the making of 
advances of funds, loans, or capital grants and vouchers approved 
by the Administrator in connection with such financial transac- 
tions shall be final and conclusive upon all officers of the 
Government. 
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(b) Funds made available to the Administrator pursuant to the 
provisions of this title shall be deposited in a checking account or 
accounts with the Treasurer of the United States. Receipts and assets 
obtained or held by the Administrator in connection with the perform- 
ance of his functions under this title shall be available for any of the 
purposes of this title (except for capital grants pursuant to section 103 
hereof), and all funds available for carrying out the functions of the 
Administrator under this title (including appropriations therefor, 
which are hereby authorized), shall be available, in such amounts as 
may from year to year be authorized by the Congress, for the adminis- 
trative expenses of the Administrator in connection with the perform- 
ance of such functions: Provided, That necessary expenses of inspec- 
tions and audits, and of providing representatives at the site, of proj- 
ects being planned or undertaken by local public agencies pursuant to 
this title shall be compensated by such agencies by the payment of 
fixed fees which in the aggregate will cover the costs of rendering such 
services, and such expenses shall be considered nonadministrative; 
and for the purpose of providing such inspections and audits and of 
providing representatives at the sites, the Administrator may utilize 
any agency and such agency may accept reimbursement or payment 
for such services from such local public agencies or the Administrator, 
and credit such amounts to the appropriations or funds against which 
such charges have been made. 

(c) In the performance of, and with respect to, the functions, pow- 
ers, and duties vested in him by this title, the Administrator, notwith- 
standing the provisions of any other law, may— 

(1) sue and be sued; 

(2) foreclose on any property or commence any action to pro- 
tect or enforce any right conferred upon him by any law, contract, 
or other agreement, and bid for and purchase at any foreclosure or 
any other sale any project or part thereof in connection with 
which he has made a loan or capital grant pursuant to this title. 
In the event of any such acquisition, the Administrator may, not- 
withstanding any other provision of law relating to the acquisition, 
handling, or disposal of real property by the United States, com- 
plete, administer, dispose of, and otherwise deal with, such project 
or part thereof: Provided, That any such acquisition of real prop- 
erty shall not deprive any, State or, political subdivision thereof 
of its civil jurisdiction in and over such property or impair the 
civil rights under the State or local laws of the inhabitants on 
such property; 

(3) enter into agreements to pay annual sums in lieu of taxes 
to any State or local taxing authority with respect to any real 
property so acquired or owned, and such sums shall approximate 
the taxes which would be paid upon such property to the State 
or local taxing authority, as the case may be, if such property were 
not exempt from taxation; 

(4) sell or exchange at public or private sale, or lease, real or 
personal property, and sell or exchange any securities or obliga- 
tions, upon such terms as he may fix; 

(5) obtain insurance against loss in connection with property 
and other assets held; 

(6) subject to the specific limitations in this title, consent to 
the modification, with respect to rate of interest, time of payment 
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of any installment of principal or interest, security, amount of 
capital grant, or any other term, of any contract or agreement to 
which he is a party or which has been transferred to him pursuant 
to his title; 

(7) include in any contract or instrument made pursuant to 
this title such other covenants, conditions, or provisions (including 
such covenants, conditions, or provisions as, in the determination 
of the Administrator, are necessary or desirable to prevent the 
payment of excessive prices for the acquisition of land in con- 
nection with projects assisted under this title) as he may deem 
necessary to assure that the purposes of this title will be achieved. 
No provision of this title shall be construed or administered to 
permit speculation in land holding; and 

(8) make advance or progress payments on account of any 
capital grant contracted to be made pursuant to this title, not- 
withstanding the provisions of section 3648 of the Revised 
Statutes, as amended, or any other provisions of this title. 

(d) Section 3709, as amended, of the Revised Statutes shall not 
apply to any contract for services or supplies on account of any prop- 
erty acquired pursuant to this title if the amount of such contract 
does not exceed $1,000. 

(e) Not more than 12% per centum of the funds provided for in this 
title, either in the form of loans or grants, shall be expended in any 
one State: Provided, That the Administrator, without regard to such 
limitation, may enter into contracts for capital grants aggregating not 
to exceed $100,000,000 (subject to the total authorization provided in 
section 103(b) of this title) with local public agencies in States where 
more than two-thirds of the maximum capital grants permitted in the 
respective State under this subsection has been obligated. 

(f) (1) Notwithstanding any other provision of this title, an urban 
renewal project respecting which a contract for a capital grant is 
executed under this title may include the making of relocation pay- 
ments (as defined in paragraph (2)); and such contract shall provide 
that the capital grant otherwise payable under this title shall be in- 
creased by an amount equal to such relocation payments and that no 
part of the amount of such relocation payments shall be required to 
be contributed as part of the local grant-in-aid. 

(2) As used in this subsection, the term “relocation payments” 
means payments by a local public agency, in connection with a project, 
to individuals, families, and business concerns for their reasonable and 
necessary moving expenses and any actual direct losses of property 
except goodwill or profit (which are incurred on and after the date of 
the enactment of the Housing Act of 1956, and for which reimburse- 
ment or compensation is not otherwise made) resulting from their 
displacement by an urban renewal project included in an urban renewal 
area respecting which a contract for capital grant has been executed 
under this title. Such payments shall be made subject to such rules 
and regulations as may be prescribed by the Administrator, and shall 
not exceed $100 in the case of an individual or family, or $2,500 in 
the case of a business concern. Such rules and regulations may include 
provisions authorizing payment to individuals and families of fixed 
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amounts (not to exceed $100 in any case) in lieu of their respective 
reasonable and necessary moving expenses. 

(3) Any contract with a local public agency which was executed 
under this title before the date of the enactment of the Housing Act of 
1956 may be amended to provide for payments under this subsection 
for expenses and losses incurred on or after such date. 


PAYMINT FOR LAND USED FOR LOW-RENT PUBLIC HOUSING 


Sec. 107. If the land for a low-rent housing project assisted under 
the United States Housing Act of 1937, as amended, is made available 
from a project assisted under this title, payment equal to the fair value 
of the land for the uses specified in accordance with the urban renewal 
plan shall be made therefor by the public housing agency undertaking 
the housing project, and such amount shall be included as part of the 
development cost of the low-rent housing project. 


SURPLUS FEDERAL REAL PROPERTY 


Sec. 108. The President may at any time in his discretion, transfer, 
or cause to be transferred, to the Administrator any right, title, or 
interest held by the Federal Government or any department or agency 
thereof in any land (including buildings thereon) which is surplus to 
the needs of the Government and which a local public agency certifies 
will be within the area of a project being planned by it. When such 
land is sold to the local public agency by the Administrator, it shall 
be sold at a price equal to its fair market value, and the proceeds from 
such sale shall be covered into the Treasury as miscellaneous receipts. 


PROTECTION OF LABOR STANDARDS 


Sec. 109. In order to protect labor standards— 

(a) any contract for loan or capital grant pursuant to this title shall 
contain a provision requiring that not less than the salaries prevailing 
in the locality, as determined or adopted (subsequent to a determina- 
tion under applicable State or local law) by the Administrator, shall be 
paid to all architects, technical engineers, draftsmen, and technicians 
employed in the development of the project involved and shall also 
contain a provision that not less than the wages prevailing in the 
locality, as predetermined by the Secretary of Labor pursuant to the 
Davis-Bacon Act (49 Stat. 1011), shall be paid to all laborers and 
mechanics, except such laborers or mechanics who are employees of 
municipalities or other local public bodies, employed in the develop- 
ment of the project involved for work financed in whole or in part with 
funds made available pursuant to this title; and the Administrator 
shall require certification as to compliance with the provisions of this 
paragraph prior to making any payment under such contract; and 

(b) the provisions of title 18, United States Code, section 874, and of 
title 40, United States Code, section 276c, shall apply to work financed 
in whole or in part with funds made available for the development of a 
project pursuant to this title. 





66 AREA REDEVELOPMENT ACT 


DEFINITIONS 


Sec. 110. The following terms shall have the meanings, respectively 
ascribed to them below, and unless the context clearly indicates other- 
wise, shall include the plural as well as the singular number: 

(a) “Urban renewal area’”’ means a slum area or a blighted, deterio- 
rated, or deteriorating area in the locality involved which the Admin- 
istrator approves as appropriate for an urban renewal project. 

(b) “Urban renewal plan” means a plan, as it exists from time to 
time, for an urban renewal project, which plan (1) shall conform to 
the general plan of the locality as a whole and to the workable pro- 
gram referred to in section 101 hereof and shall be consistent with 
definite local objectives respecting appropriate land uses, improved 
traffic, public transportation, public utilities, recreational and com- 
munity facilities, and other public improvements; and (2) shall be 
sufficiently complete to indicate such land asquisition, demolition and 
removal of structures, redevelopment, improvements, and rehabilita- 
tion as may be proposed to be carried out in the urban renewal area, 
zoning and planning changes, if any, land uses, maximum densities, 
and building requirements. 

(c) “Urban renewal project” or “project” may include undertak- 
ings and activities of a local public agency in an urban renewal area for 
the elimination and for the prevention of the development or spread of 
slums and blight, and may involve slum clearance and redevelopment 
in an urban renewal area, or rehabilitation or conservation in an urban 
renewal area, or any combination or part thereof, in accordance with 
such urban renewal plan. Such undertakings and activities may 
include— 

(1) acquisition of (i) a slum area or a deteriorated or deterio- 
rating area, or (ii) land which is predominantly open and which 
because of obsolete platting, diversity of ownership, deterioration 
of structures or of site improvements, or otherwise, substantially 
impairs or arrests the sound growth of the community, or (iii) 
open land necessary for sound community growth which is to be 
developed for predominantly residential uses: Provided, That the 
requirement in paragraph (a) of this section that the area be a 
slum area or a blighted, deteriorated or deteriorating area shall 
not be applicable in the case of an open land project; 

(2) demolition and removal of buildings and improvements; 

(3) installation, construction, or reconstruction of streets, utili- 
ties, parks, playgrounds, and other improvements necessary for 
carrying out in the urban renewal area the urban renewal objec- 
tives of this title in accordance with the urban renewal plan; 

(4) disposition of any property acquired in the urban renewal 
area (including sale, initial leasing or retention by the local public 
agency itself) at its fair value for uses in accordance with the 
urban renewal plan; 

(5) carrying out plans for a program of voluntary repair and 
rehabilitation of buildings or other improvements in accordance 
with the urban renewal plan; and 

(6) acquisition of any other real property in the urban renewal 
area where necessary to eliminate unheathful, insanitary or unsafe 
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conditions, lessen density, eliminate obsolete or other uses detri- 
mental to the public welfare, or otherwise to remove or prevent the 
spread of blight or deterioration, or to provide land for needed 
public facilities. 

For the purposes of this title, the term “project” shall not include 
the construction or improvement of any building, and the term “re- 
development” and derivatives thereof shall mean development as well 
as redevelopment. For any of the purposes of section 109 hereof, the 
term “‘project”’ shall not include any donations or provisions made as 
local grants-in-aid and eligible as such pursuant to clauses (2) and (3) 
of section 110(d) hereof. 

Financial assistance shall not be extended under this title with 
respect to any urban renewal area which is not clearly predominantly 
residential in character unless such area will be a predominantly resi- 
dential area under the urban renewal plan therefor: Provided: That, 
where such an area which is not clearly predominantly residential in 
character contains a substantial number of slum, blighted, deteriorated, 
or deteriorating dwellings or other living accommodations, the elimi- 
nation of which would tend to promote the public health, safety, and 
welfare in the locality involved and such area is not appropriate for 
predominantly residential uses, the Administrator may extend financial 
assistance for such a project, but the aggregate of the capital grants 
made pursuant to this title with respect to such projects (including 
projects assisted under section 112 of this title) shall not exceed 10 per 
centum of the total amount of capital grants authorized by this title. 

In addition to all other powers hereunder vested, where land within 
the purview of clause (1)(ii) or (1)(iii) of the first paragraph of this 
subsection (whether it be predominantly residential or nonresidential 
in character) is to be redeveloped for predominantly nonresidential 
uses, loans and advances under this title may be extended therefor if 
the governing body of the local public agency determines that such re- 
development for predominantly nonresidential uses is necessary and 
appropriate to facilitate the proper growth and development of the 
community in accordance with sound planning standards and local 
community objectives and to afford maximum opportunity for the 
redevelopment of the project area by private enterprise: Provided, 
That loans and outstanding advances to any local public ageney pur- 
suant to the authorization of this sentence shall not exceed 2% per 
centum of the estimated gross project costs of the projects undertaken 
meet other contracts with such local public agency pursuant to this 
title. 

(d) “Local grants-in-aid” shall mean assistance by a State, munici- 
pality, or other public body, or (in the case of cash grants or donations 
of land or other real property) any other entity, in connection with 
any project on which a contract for capital grant has been made under 
this title in the form of (1) cash grants to defray expenditures within 
the purview of section 110(e)(1) hereof; (2) donations, at cash value, 
of land or other real property (exclusive of land in streets, alleys, and 
other public rights-of-way which may be vacated in connection with 
the project) in the urban renewal area, and demolition, removal, or 
other work or improvements in the urban renewal area, at the cost 
thereof, of the types described in clause (2) and clause (3) of the 
second sentence of section 110(c); and (3) the provision, at their 
cost, of public buildings or other public facilities (other than publicly 
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owned housing and revenue producing public utilities the capital 
cost of which is wholly financed with local bonds or obligations 
payable solely out of revenues derived from service charges) which 
are necessary for carrying out in the area the urban renewal ob- 
jectives of this title in accordance with the urban renewal plan: 
Provided, That in any case where, in the determination of the Ad- 
ministrator, any park, playground, public building, or other public 
facility is of direct benefit both to the urban renewal area and to other 
areas, and the approximate degree of the benefit to such other areas is 
estimated by the Administrator at 20 per centum or more of the 
total benefits, the Administrator shall provide that, for the purpose 
of computing the amount of the local grants-in-aid for the project, 
there shall be included only such portion of the cost of such facility 
as the Administrator estimates to be proportionate to the approximate 
degree of the benefit of such facility to the urban renewal area: And 
— further, That for the purpose of computing the amount of 
ocal grants-in-aid under this section 110(d) with respect to any pro- 
ject covered by a Federal-aid contract under this title, the estimated 
cost (as determined by the Administrator) of parks, playgrounds, 
public buildings, or other public facilities may be deemed to be the 
actual cost thereof if (i) the construction or provision thereof is not 
completed at the time of final disposition of land in the project to be 
acquired and disposed of under the urban renewal plan, and (ii) the 
Administrator has received assurances satisfactory to him that such 
park, playground, public building, or other public facility will be con- 
structed or completed when needed and within a time prescribed by 
him: And provided further, That in any case where a public facility fur- 
nished as a local grant-in-aid is financed in whole or in part by special 
assessments against real property in the project area acquired by the 
local public agency as part of the project, and amount equal to the total 
special assessments against such real property (or, in the case of a 
computation pursuant to the proviso immediately preceding, the 
estimated amount of such total special assessments) shall be deducted 
from the cost of such facility for the purpose of computing the amount 
of the local grants-in-aid for the project. With respect to any demoli- 
tion or removal work, improvement or facility for which a State, 
municipality, or other public body has received or has contracted 
to receive any grant or subsidy from the United States, or any agency 
or instrumentality thereof, the portion of the cost thereof defrayed 
or estimated by the Administrator to be defrayed with such subsidy 
or grant shall not be eligible for inclusion as a local grant-in-aid. 

(e) “Gross project cost’ shall comprise (1) the amount of the 
expenditures by the local public agency with respect to any and all 
undertakings necessary to carryout the project (including the pay- 
ment of carrying chares, but not beyond the point where the project 
is completed), and (2) the amount of such local grants-in-aid as are 
furnished in forms other than cash: Provided, That with respect to a 
project for which a contract for capital grant has been executed on a 
three-fourths basis pursuant to the proviso in the second sentence of 
section 103(a), gross project cost shall include, in lieu of the amount 
specified in clause (1), the amount of the expenditures by the local 
public agency with respect to the following undertakings and activities 
necessary to carry out such project: 

“(i) acquisition of land (but only to the extent of the considera- 
tion paid to the owner and not title, appraisal, negotiating, legal, 
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or any other expenditures of the local public agency incidental 
to acquiring land), disposition of land, demolition and removal of 
buildings and improvements, and site preparation and improve- 
ments, all as provided in paragraphs (1), (2), (3), (4), and (6) of 
section 110(c); and 
“‘(ii) the payment of carrying charges related to the under- 
takings in clause (i), exclusive of taxes and payments in lieu of 
taxes, but not beyond the point where such a project is completed ; 
but not the cost of any other undertakings and activities (including, 
but without being limited to, the cost of surveys and plans, legal serv- 
ices of any kind, and all administrative and overhead expenses of the 
local public agency) with respect to such project. Where real prop- 
erty in the project area is acquired and is owned as part of the project 
by the local public agency and such property is not subject to ad valorem 
taxes by reason of its ownership by the local public agency and pay- 
ments in lieu of taxes are not made on account of such property, there 
may (with respect to any project for which a contract of Federal 
assistance under this title is in force or is hereafter executed, other 
than a project on which a contract for capital grant is made on a three- 
fourths basis pursuant to the proviso in the second sentence of section 
103(a)) be included, at the discretion of the Administrator, in gross 
omen cost an amount equal to the ad valorem taxes which would have 
een levied upon such property if it had been subject to ad valorem 
taxes, but in all cases prorated for the period during which such prop- 
erty is owned by the local public agency as part of the project, and such 
amount shall also be considered a cash local grant-in-aid within the 
purview of section 110(d) hereof. Such amount, and the amount of 
taxes or payments in lieu of taxes included in gross project cost, shall 
be subject to the approval of the Administrator and such rules, regula- 
tions, finitations, and conditions as he may prescribe. 

(f) “Net project cost’’ shall mean the difference between the gross 
project cost and the aggregate of (1) the total sales prices of all land 
or other property sold, and (2) the total capital values (i) imputed, 
on a basis approved by the Administrator, to all land or other prop- 
erty leased, and (ii) used as a basis for determining the amounts to 
be transferred to the project from other funds of the local public 
agency to compensate for any land or other property retained by it 
for use in accordance with the urban renewal plan. 

(g) “Going Federal rate’? means (with respect to any contract for 
a loan or advance entered into after the first annual rate has been 
specified as provided in this sentence) the annual rate of interest 
which the Secretary of the Treasury shall specify as applicable to 
the six-month period (beginning with the six-month period ending 
December 31, 1953) during w hich the contract for loan or advance is 
approved by ‘the Administrator, which applicable rate for each six- 
month period shall be determined by the Secretary of the Treasury 
by estimating the average yield to maturity, on the basis of daily 
closing market bid quotations or prices during the month of May or 
the month of November, as the case may be, next preceding such six- 
month period, on all outstanding marketable obligations of the United 
States having a maturity date of fifteen or more years from the first 
day of such month of May, or November, and by adjusting such esti- 
mated average annual yield to the nearest one-eighth of 1 per centum. 
Any contract for loan made may be revised or superseded by a later 
contract, so that the going Federal rate, on the basis of which the 
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interest rate on the loan is fixed, shall mean the going Federal rate, 
as herein defined, on the date that such contract is revised or super- 
seded by such later contract. 

(h) “Local public agency” means any State, county, municipality, 
or other governmental entity or public body, or two or more such 
entities or bodies, authorized to undertake the project for which assist- 
ance is sought. ‘‘State’’ includes the several States, the District of 
Columbia, the Commonwealth of Puerto Rico, and the Territories and 
possessions of the United States. 

(i) ‘‘Land”’ means any real property, including improved or unim- 
proved land, structures, improvements, easements, incorporeal heredit- 
aments, estates, and other rights in land, legal or equitable. 

(j) ‘Administrator’ means the Housing and Home Finance Ad- 
ministrator. 

DISASTER AREAS 


Sec. 111. Where the local governing body certifies, and the Admin. 
istrator finds, that an urban area is in need of redevelopment or re- 
habilitation as a result of a flood, fire, hurricane, earthquake, storm, 
or other catastrophe which the President, pursuant to section 2(a) of 
the Act entitled “An Act to authorize Federal assistance to States and 
local governments in major disasters, and for other purposes”’ (Public 
Law 875, Kighty-first Congress, approved September 30, 1950), as 
amended, has determined to be a major disaster, the Administrator i is 
authorized to extend financial assistance under this title for an urban 
renewal project with respect to such area without regard to the fol- 
lowing: 

(1) the “workable program” requirement in section 101(c), 
except that any contract for temporary loan or capital grant 
pursuant to this section shall obligate the local public agency to 
comply with the ‘workable program” requirement in section 
101(c) by a future date determined to be reasonable by the Ad- 
ministrator and specified in such contract; 

(2) the requirements in section 105(a) (iii) and section 110(b) (1) 
that the urban renewal plan conform to a general plan of the lo- 
cality as a whole and to the workable program referred to in sec- 
tion 101(c); 

(3) the “relocation” requirements in section 105(c): Provided, 
That the Administrator finds that the local public agency has pre- 
sented a plan for the encouragement, to the maximum extent 
feasible, of the provision of dwellings suitable for the needs of 
families displaced by the catastrophe or by redevelopment or 
rehabilitation activities; 

(4) the “public hearing” requirement in section 105(d); 

(5) the requirements in sections 102 and 110 that the urban 
renewal area be a slum area or a blighted, deteriorated, or deterio- 
rating area; and 

(6) the requirements in section 110 with respect to the predomi- 
nantly residential character or predominantly residential re-use of 
urban renewal areas. 
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In the preparation of the urban renewal plan with respect to a project 
aided under this section, the local public agency shall give due regard to 
the removal or relocation of dwellings from the site of recurring floods 
or other recurring catastrophes in the project area. 


INDUSTRIAL REDEVELOPMi NT AREAS UNDER THE AREA REDEVELOPMENT 
ACT 


Sec. 112. (a) When the Area Redevelopment Administrator certifies 
to the Administrator (1) that any county, city, or other municipality (in 
this section referred to as a “‘municipality’’) rs situated in an area desig- 
nated under section 5(a) of the Area Redevelopment Act as an industrial 
redevelopment area, and (2) that there is a reasonable probability that 
with assistance provided under such Act and other undertakings the area 
will be able to achieve more than temporary improvement in its economic 
development, the Administrator 1s authorized to provide financial assist- 
ance to a local public agency in any such municipality under this title 
and the provisions of this section. 

(6) The Administrator may provide such financial assistance under 
this section without regard to the requirements or limitations of section 
110(c) that the project area be clearly predominantly residential in charac- 
ter or that it be redeveloped for predominantly residential uses; but no 
such assistance shall be provided in any area if such Administrator de- 
termines that it will assist in relocating business operations from one area 
to another when such assistance will result in substantial detriment to the 
area of original location by increasing unemployment. 

(c) Financial assistance under this section may be provided for any 
project involving a project area including primarily industrial or com- 
mercial structures suitable for rehabilitation under the urban renewal 
plan for the area. 

(d) Notwithstanding any other provision of this title, a contract for 
financial assistance under this section may include provisions permitting 
the disposition of any land in the project area designated under the urban 
renewal plan for industrial or commercial uses to any public agency or 
nonprofit corporation for subsequent disposition as promptly as practi- 
cable by such public agency or corporation for the redevelopment of the 
land in accordance with the urban renewal plan: Provided, That any 
disposition of such land under this section shall be made at not less than 
its fair value for uses in accordance with the urban renewal plan: And 
provided further, That the purchasers from or lessees of such public 
agency or corporation, and their assignees, shall be required to assume 
the obligations imposed under section 105(b). 

(e) Following the execution of any contract for financial assistance 
under this section with respect to any project, the Administrator may 
exercise the authority vested in him under this section for the completion 
of such project, notwithstanding any determination made after the execu- 
tion of such contract that the area in which the project is located may no 
longer be an industrial redevelopment area under the Area Redevelopment 
Act. 
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Section 701 of the Housing Act of 1954 


URBAN PLANNING 


Sec. 701. To facilitate urban planning for smaller communities 
lacking adequate planning resources, the Administrator is authorized 
to make planning grants to State planning agencies for the provision 
of planning assistance (including surveys, land use studies, urban 
renewal plans, technical services and other planning work, but ex- 
cluding plans for specific public works) to cities and other munici- 
palities having a population of less than 25,000 according to the latest 
decennial census. The Administrator is further authorized to make 
planning grants for similar planning work (1) in metropolitan and 
regional areas to official State, metropolitan, or regional planning 
agencies empowered under State or local laws to perform such plan- 
ning; (2) to cities, other municipalities, and counties having a popu- 
lation of twenty-five thousand or more according to the latest decennial 
census which (7) are situated in areas designated by the Area Redevelop- 
ment Administrator under section 5(a) of the Area Redevelopment Act as 
industrial redevelopment areas, or (ii) have suffered substantial damage 
as a result of a flood, fire, hurricane, earthquake, storm, or other catas- 
trophe which the President, pursuant to section 2(a) of the Act entitled 
“An Act to authorize Federal assistance to States and local govern- 
ments in major disasters, and for other purposes” (Public I-aw 875, 
Eighty-first Congress, approved September 30, 1950), as amended, has 
determined to be a major disaster; (3) to official governmental planning 
agencies for areas threatened with rapid urbanization as a result of the 
establishment or rapid and substantial expansion of a Federal installa- 
tion; and (4) to State planning agencies, to be used for the provision of 
planning assistance to the cities, other municipalities, and counties 
referred to in clause (2) hereof and to the areas referred to in clause 
(3) hereof. Any grant made under this section shall not exceed 50 
per centum of the estimated cost of the work for which the grant is 
made and shall be subject to terms and conditions prescribed by the 
Administrator to carry out this section. The Administrator is 
authorized, notwithstanding the provisions of section 3648 of the 
Revised Statutes, as amended, to make advance or progress payments 
on account of any planning grant made under this section. There is 
hereby authorized to be appropriated not exceeding $10,000,000 to 
carry out the purposes of this section, and any amounts so appro- 
priated shall remain available until expended. 


O 


86TH CONGRESS ; HOUSE OF REPRESENTATIVES REPORT 
1st Session No. 361 


AUTHORIZING APPROPRIATIONS TO THE NATIONAL 
AERONAUTICS AND SPACE ADMINISTRATION 


May 14, 1959.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mr. Brooks of Louisiana, from the Committee on Science and 
Astronautics, submitted the following 


REPORT 


[To accompany H.R. 7007] 


The Committee on Science and Astronautics, to whom was referred 
the bill (H.R. 7007) to authorize appropriations to the National Aero- 
nautics and Space Administration for salaries and expenses, research 
and development, construction and equipment, and for other pur- 
poses, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


Purpose oF THE BILL 


The purpose of the bill is to authorize appropriations to the Na- 
tional Aeronautics and Space Administration for fiscal year 1960, 
totaling $480,550,000. 

The authorizations, in terms of the three NASA appropriations, 
are as follows: 


RTS PR i ee ae $94, 430, 000 
Research and development 333, 070, 000 
Construction and equipment 53, 050, 000 


EXPLANATION OF THE BILL 
SALARIES AND EXPENSES 


The $94,430,000 allocated to ‘Salaries and expenses” includes 
$69,976,000 for salaries, and the remainder is allocated to the major 
items of travel, communication, rents, and utility services. 

There is anticipated a requirement of 1,027 additional employees 
during the 1960 fiscal year, to bring the total employees at the end of 
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the fiscal year to 9,988. Of the required increase, 720 employees will 
be accounted for in the newly constructed Space Projects Center at 
Beltsville, Md., 153 additional employees at the Pilotless Aircraft 
Station at Wallops Island, Va., and 150 in the NASA headquarters. 
Most of these required additional personnel are called for at the Space 
Projects Center. This installation, presently operating in a building 
belonging to the Naval Gun Factory and a smaller installation in a 
rented building at Silver Spring has as its function the planning, re- 
search, co oordination, and conduct of space flight programs and the 
analysis of data obtained. 

The 1960 fiscal year authorization bill includes under the ‘Con- 
struction and equipment” appropriations title an item of $14 million 
for construction of certain facilities at Beltsville. The conduct of 
national space-flight programs requires the construction of this new 
Space Projects Center, from which technical! programs can be planned, 
monitored, controlled, and evaluated. The employees required for 
this work include scientific personne! for operation of the central flight 
control data machines, including telemetry, ground stations, ground 
command control transmitter and backup transmitting equipment. 
The additional required personnel at this station are necessary for the 
research and development of instrumentation for satellite packages. 

The installation at Wallops Island, which has heretofore been a 
small rocket-launching range and has been so operated for a period 
of approximately 14 years, has previously used launching personnel 
from the Langley Research Center. The additional fac ilities that are 
being established at Wallops Island, which make necessary this require- 
ment of additional personnel, will enable Wallops Island to become a 
self-contained unit and will enable it to function as a separate NASA 
installation from which can be launched the smaller vehicle rockets 
without using the facilities at Cape Canaveral or other launching 
installations used by other agencies. 

As the space effort speeds up, so does the demand of the public for 
information. The additional personnel at the NASA headquarters 
are necessary to meet the demand of the increased staff of the public 
relations office, together with the requirement of providing for certain 
administrative personnel to deal with invention and patent matters 
in the Inventions and Contributions Board established by the National 
Aeronautics and Space Act of 1958. 

The next major item under this appropriation title is electric 
power, which accounts for $7,669,000. This figure is likewise fairly 
constant, based on 1958 and 1959 fiscal year operations. The con- 
tinued operation of the various wind tunnels, supersonic pressure 
tunnels and various other electric generator installations at the four 
research centers indicates that these figures, based on previous experi- 
ence in the operation of these plants, are sound. 

This appropriation title carries with it an item of $3,181,000 for 
travel and $3,827,000 for communication services. These two items 
are closely connected in that the expanded programs of worldwide 
tracking and observation installations and the proper transmitting 
of received data necessitates both these requests. These installations 
are necessarily worldwide in scope, established in Peru, Argentina, 
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Spain, India, Australia, Japan, Hawaii, and South Africa, as well as 
many varied locations in the United States. 

Of the communication request, 2 million is the cost of specialized 
communication services, namely the leasing of direct communication 
lines from various tracking and launching installations to computer 
centers. The leased lines for the minitrack global range system, which 
is in excess of a million dollars, and the leased lines from Wallops 
Island to NASA headquarters, Langley, Beltsville, the New York 
computer and the Atlantic Missile Range are an item of approximately 
half a million dollars. The increased facility at Wallops Island, which 
will enable the launching of larger rockets, calls for a more highly 
perfected communication network for down range intercommunica- 
tion system, operational and firing control, and countdown intercom 
system, calling for an expenditure ‘of $3 70,000. 

The matter of travel estimates is based on the 1958 experience of 
NACA, which had an average of something less than $100 per em- 
ployee, and the Vanguard travel experience, which showed an average 
of approximately $2,800 per employee. The requested budgetary 
item for travel has been reduced from other estimates to a calculated 
figure of $330 per employee for the 1960 fiscal year. Since we are 
in an experimental stage we must realize that in the course of time this 
estimate can go up or down. Since this agency does not have an 
experience upon which to base a travel request, considerable leeway 
should be allowed to determine the pattern of expenditure for the 
future. If the estimated figure is insufficient, a supplemental appro- 
priation can be requested. 

It is anticipated that the travel requirements of NASA for the 1960 
fiscal vear will be very stringent for the reason that the agency will 
operate 12 Baker-Nunn camera facilities, worldwide in scope, and 6 
apogee moon-watch stations, and will continue the operation of 3 
lunar probe stations, extending these facilities by the 4 additional sta- 
tions, extending this chain around the world. It plans 6 Mercury 
tracking stations, and will supplement the present 11 minitrack net- 
work stations with 6 additional widespread installations, extending 
from Newfoundland, Spain, and the United States. 

The following is a table which sets forth projected salaries and ex- 
penses at each NASA installation: 


NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 


Sa.aries and expenses. fiscal year 1960 


Installation Salaries Expenses 


NASA Headquarters 3, 635, 000 $2, 550, 000 
Langley ‘ , 900, 900 4, 759, 100 
OE ee oe ae ee ee ca ae , 659, 200 4, 056, 800 
Lewis 20, 166, 900 5, 435, 640 | 
High-Speed Flight Station 2, 210, 000 414, 000 
Space projects_ - 8, 766, O50 5, 783, 700 
Pilotiess Aircraft Station , 522, 000 1, 428, 000 
Patric k. 38, 250 12, 000 
58, 900 12, 100 | 
. 800 | 2, 660 


Whee Sect tt ee Vg pe kha oe eee | 69, 976, 000 | 24, 454, 000 | 















AUTHORIZING APPROPRIATIONS TO NASA 





The following is a table of the research and development programs 


of the National Aeronautics and Space Administration for fiscal year 
1960: 
RESEARCH AND DEVELOPMENT 


NATIONAL AERONAUTICS AND SPACE ADMINISTRATION 


Research and developmen’ programs fiscal year 1960 




































Program Fiscal year 1960 


A. Aircraft, missile, and spacecraft research: estimates 
at SO MUNN oi dvencdwcédncibscocbdddedne $16, 670, 000 
Ut Oe MeRNONG.oi5. Joun  oe Sock ced dolor 8, 156, 500 
DIINO 3 der hc ume aah ceis hawaslsie bee KS 5, 200, 000 
B. Scientific investigations in space: 
nn SORENESS S20. co cence s deeneeekoneueuen 10, 000, 000 
pnnmmmeneen A fou a ce oe ee 22, 800, 000 
RNIN. 260) Rc indi enc wodbet Reick alead uti 7, 140, 000 
OT on, ine otto ene ote owe Sisk baba gies andes 6, 803, 500 
C. Satellite applications investigations: 
PRS roe tio eS Bot oe oe he eee 10, 800, 000 
Gpemnnmmameenens 2 us eet i at eed 4, 700, 000 
D. Space operations technology: 
RE MRO TORS 9 6.00 oo cent Seen eehccmenmeeannen 70, 000, 000 
Space rendesvous techniques.................-.....---. 3, 000, 000 
E. Space propulsion technology: 
oes wraeneees HOOKES ee es wae cde ek l eect 3, 000, 000 
High-energy propellent rockets... ............-.......... 5, 000, 000 
1,000,000-pound thrust single chamber engine___._------- 30, 200, 000 
Se EIS WENO nk a a aha dnmsmanne cdi 8, 000, 000 
SINUS Sats ECs, os hae ha oh wie ar ae kee aoc 3, 000, 000 
papery ener Nines ss Co fet ie elke ei eeei 3, 000, 000 
F. Space systems technology: 
AROOE VOUININ ACNIOINS o. ceuatinnn amawabanceaand 1, 500, 000 
RENAE TODOURT ST NNIOR Shin on ck, ce icone monnmakocnnenn 1, 500, 000 
Rruiting espace taboratories. ........................-.. 2, 000, 000 
G. Supporting activities: Tracking and data acquisition......---- 11, 500, 000 
H. Vehicle development: 
I its lL, oe cain ails aleha donee eerie ake: pad di oem 2, 000, 000 
A le ee ke ee 13, 300, 000 
Week Cae tld oa Seite Cees ou e tie ei ane Cow ea 42, 800, 000 
ORORE cccnucca bc cedes dhews oie ene be ree eee oa 41, 000, 000 


Total, research and development. . ...............-........ 333, 070, 000 





A. AIRCRAFT, MISSILE, AND SPACECRAFT RESEARCH 


1. Support of NASA plant, $16,670,000 


The ‘‘Research and development” appropriation title includes funds 
required on a no-year basis to provide contractual services, repairs and 
alterations, minor construction, and supplies and equipment for all 
NASA operated facilities. A separate “Salaries and expenses”’ 
appropriation title contains all items requiring obligation on an annual 
or fiscal year basis; these include salaries, life insurance and retirement 
contributions, travel and transportation, rents, and all utilities includ- 
— large item of electric power for NASA wind tunnel operations. 

he amount being requested for operation of the NASA plant in 
1960 is $16,670,000. This compares with $11,726,102 for the equiva- 
lent items during fiscal year 1959 or an increase of $4,843,898. The 
increase reflects the expanding requirements for new space research 
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and also the urgent need to overcome some of the accumulating 
deficiencies in the amount of materiel and facilities support for NASA’s 
extensive in-house research and development effort. This research 
work is carried on principally at NASA laboratories in Langley 
(Va.), Lewis (Cleveland, Ohio), Ames (Palo Alto, Calif.), Edwards 
(Calif.), Wallops Island (Va.), and the Beltsville Space Flight Center 
groups now occupying temporary quarters at NRL in Washington, 
at Langley, and at Lewis. Like other modern research, the effective 
conduct of both aeronautical and space research now requires increas- 
ingly specialized facilities, more complicated equipment and instru- 
mentation, and more extensive shop services. However, in recent 
years, the NASA laboratories, through lack of funds, have had to 
curtail the modernization and equipping of their facilities. One 
good criterion is the ratio of support funds available for contractual 
services, supplies, and equipment in relation to the funds spent for 
personal services. In 1950, these laboratories, then under NACA, 
had support funds equal to 40 percent of the personal services item; 
since 1953, this has been reduced to an average of 23 percent, except 
for the fiscal year 1958 when 25 percent was available. The current 
budget request proposes to improve this ratio slightly, bringing the 
ratio to 26% percent. 

There are four main areas of increase: 

(a) ‘Contractual services” from non-Government sources involves 
$935,000, an increase of $336,000 over 1959. Practically all this 
increase is for additional machine shop and metal fabrication work of 
a specialized kind which is uneconomical to provide on a full-time 
basis using Government shop facilities. 

(b) “Facility repairs and alterations’ (for projects costing less than 
$200,000) require some $562,000 additional, or a total of $1,728,000. 
Rapid changes in research requirements dictate that continuous 
attention be given to adapting existing facilities for new studies. 
This item proposes to make a substantial reduction in the backlog of 
necessary improvements. Major new facilities or capital projects 
costing more than $250,000 are requested separately under the 
“Construction and equipment” appropriation title. 

(ec) The “Supplies and materials” request for $8,283,000 is an 
increase of $2,075,000 over 1959. Three-fourths of this ($1,612,000) 
is primarily attributable to the greatly increased number of rocket 
launchings in 1960. In this area, an additional $1,049,000 will be 
needed for liquid rocket propellants, $358,000 more for rocket engines 
and models, and $205,000 more for electronic instrumentation. 

(d) Lastly, the “Equipment” requirements are $5,610,000 or some 
$2,251,000 over last year’s purchases. NASA has furnished the 
committee with detailed analyses of these equipment needs by category 
and location in which the items will be used. Of the $2,251,000 
increase recommended for both replacement and new equipment, 70 
percent (or $1,602,000) is for the purchase of new types of scientific 
and research apparatus. All new equipment needs, totaling $2,776,700, 
have been detailed by individual item required, and by location. 
Under plans presented to the committee, $105,000 would be required 
for new Langley equipment; $899,000 for Ames; $1,433,700 at Lewis 
which is undergoing major changes to equipment for rocket propulsion 
research; and $339,000 at the Edwards High Speed Station. 
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2. Support of JPL plant, $8,156,500 

The Government-owned property and equipment of Jet Propulsion 
Laboratory (JPL) of the California Institute of Technology near 
Pasadena, Calif., was transferred to the NASA by Executive Order 
10793, dated December 3, 1958. In the past, JPL has done outstand- 
ing research and development work in missile, satellite, and space 
probe fields through its contributions to the areas of solid propellent 
rockets, guidance systems, and electronic instrumentation, com- 
munication, and tracking systems. The NASA expects to rely heavily 
on JPL in the future for further advanced research and deve lopment 
in all of these areas in support of the national space program. 

The program costs for fiscal year 1960 are as follows: 





CUR ROG WUBIN i wall ch lS Lo ska $900, 000 
eee A CONTE EE EY EE ORL ETAT es OES ns TE PE 590, 000 
Solid propellent research and development _.......-.--.----------- 1, 230, 000 
Liquid propellent research and development -...-.---------------- 1, 450, 000 
ee Ey I nn ac ee cabunneacussehaacesec 314, 000 
MRRRREPREENR  de ed 8 dd oo ed Sa oda Le deulicedcaceda 840, 000 
Basic studies in chemistry and physics_...-....-...-----.-----.-. 960, 000 
FURR NO ao dlicgnn a hk ec hans Saad diene aie 680, 000 
FRODGIeRS ONG DIODUIBION TOSCATCN .... on nase cnne nt ccnsusececune 1, 132, 500 
NINN ee no nk eee aanranh ea eumenne 60, 000 

ROO < dqtdmmopaiinecunednd GUMOARE LS see Thkee danan de 8, 156, 500 


3. Research contracts, $5,200,000 

In order to provide scientific knowledge for existing programs in 
aeronautical and space technology and to build a foundation for future 
programs, there is an urgent and continuing need for NASA to augment 
its present capabilities by utilizing the research potential of the uni- 
versities and research institutes of the Nation. Not only must existing 
research groups be utilized but additional ones must be created to 
accelerate the advance of space sciences to the maximum extent. 
Important problem areas may be grouped as follows: 

(1) The physical sciences encompass the fundamental research 
problems related to structural and special-purpose materials, 
propulsion methods, instrumentation, theory of information 
handling and analysis, and others. ‘To permit advances in applied 
science, increased understanding is needed in many areas of 
fundamantal physical science. 

(2) The cosmological sciences include planetary sciences, 
astrophysics and astronomy which are concerned with character- 
izing material particles and bodies in space, radiation, their 
variations and evolutions, and the experimental techniques of 
acquiring this knowledge. Practical questions such as tracking 
and guidance, environmental hazards of space flight, and the 
possible utilization of energy and matter in space all require 
substantially increased knowledge and techniques which must 
come from fundamental research. 

(3) The life sciences include the fundamental study of physi- 
ology and biophysics to ascertain the limitations and hazards of 
manned space flight, owing to radiation, acceleration, weightless- 
ness, and to other problems. Biochemistry related to sustenance 
of life and behavioral adaptation in the space environment are 
also important basic research areas. 
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(4) The engineering sciences encompass important areas of 
fundamental engineering research, such as energy production and 
conversion processes, solid state or molecular transition electronic 
devices, guidance principles and techniques, trajectory problems, 
hypervelocity fluid dynamics, and plasma production, as ex- 
amples. The calculation of optimum design and probabilities of 
mission performance, through system analysis techniques, re- 
quires research to increase “the capability of this engineering 
science to permit treatment of the complex space systems. 

(5) The NASA research associateship program, to be admin- 
istered jointly by the National Academy of Sciences and the 
National Research Council, will provide to investigators of 
unusual ability and promise an opportunity for basic research in 
the various areas of science having to do with space exploration, 
including upper atmosphere physics, astrophysics, and plasma 


physics. 

Program costs: Fiscal year 1960 
ERIE OO a ee as bs we id ccc ow eee eer a $1, 100, 000 
Comnoomes) Hienees.. . .. =... os ne le eee ee 900, 000 
We NNO 8001 66 25 oo 0k se ee ee ad ee ee 1, 250, 000 
ACTER ROOD OOB 8 9 oie i canis is was bw ee es ee 1, 600, 000 
DUD PEGRATON BEANOIR LORIE nea 4 weiner een 350, 000 

Wesabe soos LESSEE OL sae eae a eee 5, 200, 000 


B. SCIENTIFIC INVESTIGATIONS IN SPACE 


1. Sounding rockets, $10,000,000 


A sounding rocket is defined as a rocket that can carry a usable 
scientific payload out to a distance up to one earth’s radius from the 
surface of the earth. Such a vehicle affords a means of studying the 
earth’s atmosphere in vertical cross section out to a distance at which 
it merges with the medium of interplanetary space. Many investiga- 
tions of atmospheric structure, composition, ionization, motions, 
aurora, airglow, absorption of solar radiation, and interactions with 
cosmic rays and other particles can best be conducted by means of 
sounding rockets. The current NASA program continues the rocket 
sounding of the past 12 years, and is based on the experience obtained 
from the earlier work. 

The current NASA sounding rocket program has three phases: 
(a) investigations up to the E-region of the ionosphere at roughly 100 
kilometers: (6) investigations in the region between 100 kilometers 
and the maximum of the F-region of the ionosphere at between 300 
and 400 kilometers; and (c) investigations from 400 kilometers out to 
6,000 kilometers. From the rocket sounding activity of the past 12 
years a fairly complete picture of the atmosphere up to about 100 
cilometers has begun to emerge. Phase (a) of the program is directed 
toward filling in the remaining gaps, and includes detailed measure- 
ments of geographic and temporal variations of atmospheric character- 
istics and high-altitude phenomena, using smaller sounding rockets 
like the Arcon. Between 100 and 400 kilometers a considerable 
amount of data have been accumulated, but only enough to delineate 
the bare outlines of the whole picture. Phase (b) of the NASA pro- 
gram is directed at investigations of this portion of the atmosphere, 
using moderate altitude rockets like the Aerobee- Hi, Iris, and Spaero- 


59012°—59 H. Rept., 86—1, vol. 2——65 
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bee. Above the 400 kilometer level, rocket sounding is only in its 
beginning stages. Phase (c) will pick up this part of the work, using 
high-performance rockets and rocket combinations that will be 
adapted especially for the task. 

Fiscal year 1959 funds allowed procurement of about 50 high-altitude 
sounding rockets. The 1960 funds will provide some 100 rocket 
boosters and payloads. 


2. Scientific satellites, $22,800,000 

Testimony given the committee shows NASA objectives in this 
program to be as follows: 

To determine the nature, extent, and dynamical behavior of 
the earth’s outer atmosphere, and its relation to the medium of 
interplanetary space. ‘To determine and understand the nature, 
extent, dynamical behavior, and causes of the earth’s ionosphere. 
To understand the nature, extent, and temporal variations in 
the gravitational, magnetic, and electric fields in the vicinity of 
the earth. To understand the origin, nature, motions, spatial 
distributions, and temporal variations of particles reaching the 
vicinity of the earth and having energies appreciably greater 
than thermal. To investigate the electromagnetic radiations 
reaching the vicinity of the earth, from gamma rays to radio 
waves, and to use such observations to extend knowledge of the 
sun, stars, and matter in space, and of the atmospheres of the 
earth and other planets. To determine and understand the inter- 
relations among the above-listed phenomena. To determine 
and understand the environmental conditions encountered in the 
atmosphere, in space, and in vehicles traversing these regions, 
and their effects on materials and equipment. To determine 
the effects of conditions in the atmosphere and space and of 
flight through these regions on living organisms, and to under- 
stand the behavior of such organisms under these conditions. 

The funds requested support the above objectives by providing a 
series of exploratory measurements intended to give order of magni- 
tude estimates of the quantities under observation, and to probe for 
new discoveries. The exploratory measurements will be followed by 
a series of more advanced experiments designed to make accurate 
measurements within the ranges indicated by the earlier exploratory 
investigations. Carrying out a number of the investigations in the 
NASA Space Projects Center will provide a stable nucleus for the 
program, while the participation of universities and other research 
agencies will greatly broaden the base and strength of the total 
program. 

The current satellite space research program includes three phases: 
(a) lightweight exploratory payloads for survey-type observations; 
(6) lightweight sophisticated experiments for quantitative measure- 
ments; and (c) heavier orbiting space laboratories of increased scope 
and complexity. Satellites launched in 1959 are carrying exploratory 
IGY experiments that justify repetition. Lightweight sophisticated 
packages will follow in 1960, to study energetic particles, atmospheric 
es es ionospheric characteristics, and geodesy. Heavier pay- 
oads, such as stabilized telescopes and atomic clocks, will be developed 
and launched when ready. Exploratory biological experiments will 
be prepared. Meanwhile, with the help of previous results, additional 
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sophisticated payloads in disciplines including atmospheric and iono- 
spheric structure and composition, energetic particles and megnetic 
fields, solar radiations, and satellite environment will be developed 
and prepared for launching. 

Funds are included for payload design, development, and tests; for 
reduction and analysis of resultant scientific data; and for collateral 
theoretical investigations. The 1960 funds provide for the purchase 
of two additional Juno boosters as well as the payload systems for the 
Thor-Deltas and the Jupiters. 


3. Lunar probes, $7,150,000 


Recent investigations in the space regions within an Earth radius of 
the surface by means of vertical sounding rockets and Earth satellites 
have already greatly extended man’s knowledge of physical and 
chemical phenomena constituting the Earth’s environment and exposed 
important new processes that warrant more detailed investigation. 
Information of this type is a basic requirement for the understandin 
of problems concerning meteorology, communications, cosmology, out 
biophysics. Advancement of knowledge in these areas will require, 
in addition to an intensification of sounding rocket and Earth satellite 
investigations, an extension of environmental measurements to much 
greater distances from the Earth. 

As part of this outer environment, and as our nearest major body 
in the solar system, the moon itself offers important potentialities for 
better understanding of historic and contemporary phenomena of the 
solar system and for clarification of some basic physical, chemical, and 
biological concepts that are fundamental to modern science. 

Space flight systems can provide a revolutionary capability for 
investigation of such problems. A prominent phase of the NASA 
space flight program will, accordingly, be directed to the development 
and utilization of space vehicles for the advancement of scientific 
knowledge concerning cislunar space and the moon itself. 

During fiscal year 1959, work is being initiated on the development 
of advanced probes with improved capabilities for conducting cislunar 
space investigations and for evaluating the problems involved in 
establishing vehicles in more precise lunar orbits as the first step in 
acquiring more detailed information on lunar characteristics. Ad- 
vancement of the technology of midcourse guidance and long-distance 
data transmission is basic to the success of this mission and emphasis 
will be placed on the resolution of these problems. 

The project will be continued in fiscal year 1960, and as system 
development is completed, launchings of precision lunar orbiters will 
be scheduled. In addition to the demonstration of vehicular capa- 
bilities, such probes should provide advanced information on cislunar 
and lunar magnetic fields, micrometeoritic distributions, and radiation 
and cosmic particle properties. It is hoped that improved information 
on lunar mass will be provided and high-resolution mapping of the 
moon’s surface achieved. 

Studies and preliminary development projects are being undertaken 
in fiscal year 1959 and extended in fiscal year 1960 to acquire tech- 
nology for a more advanced lunar vehicle with a capability for execut- 
ing a controlled lunar landing. Such a vehicle would provide 
important potentialities for detailed scientific exploration of local 
physical, chemical, and biological characteristics of the moon. Inves- 
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tigations of terminal guidance systems, orientation devices, landing 
controls and motors, robot erecting and experiment mechanisms, and 
special scientific sensors will be required. It is not expected that such 
vehicles will be available for launching before 1961. 

4. Deep-space probes, $6,803,500 

Man’s effort to identify, understand, predict, use, and possibly 
control elements of his natural environment must take into account 
the numerous factors and influences associated with the cosmic 
domain. Until recently, progress along these lines has been subject 
to the limitations imposed by remote observations and indirect 
measurements. Space flight vehicles now offer an important research 
capability for circumventing many of these limitations and thereby 
permitting verification, clarification, and vast extension of existing 
information on space phenomena. 

In particular, instrumented vehicles of appropriate design may 
explore the variation of pertinent physical and chemical characteristics 
of space with distance from the sun and provide a wealth of funda- 
mental information on the spatial distribution, nature, magnitude, 
dynamics, temporal variations, and interactions of micrometeorites, 
energetic particles, electromagnetic radiations, magnetic fields, 
electrons, ions, hydrogen, and the sun’s atmosphere in the solar system, 
and on their relation to phenomena experienced on earth. Investi- 
gations of the major bodies of the solar system themselves should 
provide further insight into the relative characteristics of various 
components of the system, the influence of particular environments on 
planetary physics, chemistry, and biology, and on the historic and 
contemporary processes of the solar system. 

During fiscal year 1959 a project is being undertaken to develop an 
initial vehicular system with potentialities for flight to the vicinity of 
the Venus orbit on essentially a minimum-energy trajectory. Two 
vehicles, one based on the Thor-Able and the other on the Atlas-Able 
propulsion systems are being constructed. It is anticipated that 
guidance, tracking and data transmission will be crucial to this opera- 
tion. Accordingly, while it is planned that some scientific instrumen- 
tation will be carried to provide preliminary information on radiation, 
particle, and field characteristics along the flight path of the vehicle, 
considerable emphasis will be placed on the demonstration and evalua- 
tion of system requirements for future deep-space experiments. 

Yoncurrently, study and development projects will be undertaken to 
provide improved vehicular subsystems and operating techniques with 
refined and extended capabilities for more advanced experiments. 

During the fiscal year 1960 the Vega vehicle system will be under 
development. Such a vehicle will make possible a wider range of 
scientific missions by offering a greater payload carrying capacity, 
and/or sufficient energy to penetrate to greater distances toward or 
away from the sun. Development and construction of the advanced 
guidance, the instrumentation, and the data handling and data 
transmission systems which will be used in the payloads for such 
missions will also be undertaken. It is not expected that the advanced 
probes will be available for launching before 1961. 
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C. SATELLITE APPLICATIONS INVESTIGATIONS 


1. Meteorology, $10,800,000 

The Earth satellite represents a new observational tool which prom- 
ises to be of great value to the science and the practice of meteorology. 
Although it would be a mistake to imply that such a device will elimi- 
nate our meteorological limitations, there is no doubt that it will supply 
a tremendous amount of useful meteorological data not now obtain- 
able. It will do this not only because of its ability to give worldwide 
coverage of some meteorological parameters, in contrast to the current 
5 to 10 percent coverage, but also because of its unique vantage point 
above the atmosphere which will make new measurements possible. 
Improvements in basic scientific understanding, climatology, fore- 
casting, and weather control techniques should result. 

The benefits to be derived from improved capacity in meterology 
include convenience in planning personal activities, protection of life 
and property from weather disasters; safeguarding transportation ; 
crop planning, control and protection; industrial planning of weather- 
dependent products, outdoor enterprises, and heating and cooling 
loads; eventual limited weather control; and good will in return for 
providing these services to less fortunate people. In addition, the 
same meteorological data required for worldwide civilian needs can, 
by proper handling, be made to meet special military needs as well. 

Items being purchased with the fiscal year 1959 funds which will 
initiate the program include (a) radiation detection equipment and 
associated ground equipment for a meteorological satellite (Tiros) to 
be launched before the end of 1959 and in the spring of 1960; (6) track- 
ing telemetering, data processing and data analysis equipment and 
services for these satellites; and (c) development of equipment for a 
series of stabilized follow-on meteorological satellites. 

The fiscal year 1960 funds are designed to carry on this program at 
an accelerated rate. Some funds will be required for operational 
services related to the second Tiros launch. The majority of the funds 
will be required to complete item (c) preparatory to two launchings 
in 1961. 


2, Communications, $4,700,000 

Long-range communications in the form of telephone, telegraph, 
and television networks are now accomplished by means of land lines, 
cables, long and shortwave radio, and microwave relay stations. 
The total bandwidth of land lines, cables, and low-frequency radio is 
limited. Shortwave radio bands are crowded and are unreliable 
because of atmosphere interference and ionospheric irregularity. 
Ultrashortwave and microwave radio is usually limited to line-of- 
sight range; long-distance communications at these frequencies is 
commonly achieved by means of repeater stations. 

Satellites offer the possibility of worldwide communications by 
ultrashortwave or microwave radio, because the line-of-sight range 
at satellite altitudes is very large. The bandwidth or channel capa- 
bilities at these wavelengths is sufficient for television and most other 
foreseeable communications needs. 
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In fiscal year 1959, NASA efforts on communication satellites are 
being directed toward preliminary experiments with a spherical 
reflector satellite. A 100-foot-diameter sphere will be placed in orbit 
in 1959, and various experiments on tracking and on propagation of 
radio waves will be conducted. In addition, studies of more sophis- 
ticated satellites, world communications needs, and the accompanying 
ground equipment are being initiated. In 1960 and 1961, three 
additional large spheres will be launched as well as one repeater type 
communications satellite. 

The major item of expense in the fiscal year 1959 is completion of 
the first 100-foot sphere experiment. The program will be expanded 
during the fiscal year 1960 to include the additional sphere experi- 
ments as well as dev elopment of an active repeater payload suited 
to commercial television and data relay needs. Support for develop- 
ment of stabilization systems and a 22,000-mile orbit capability is 
included. 

D. SPACE OPERATIONS TECHNOLOGY 


1. Manned space flight, $70,000,000 


It is becoming increasingly evident that full exploitation of the 
potentialities of space flight for benefiting mankind will be dependent 
on the development of ‘practical capabilities for operating manned 
space vehicles. While it may appear in principle that suitable instru- 
mentation may be devised to perform increasingly complex space 
missions, in practice the availability in a vehicle of ‘human intelligence 
and operational capabilities will prove to be the most effective method 
for successful accomplishment of many advanced space flight missions. 
In particular, he can contribute to the tasks of space exploration and 
utilization an observational, analytical, and decisionmaking ability 
concerning both expected and unanticipated problems, and a vast 
flexibility of action for operation, correction, and maintenance of 
scientific and technological instrumentation and equipment that 
characterize his present usefulness in airplanes and the scientific 
laboratory. 

In order to provide this capability a progressive program of research 
and development has been undertaken. A broad range of investiga- 
tions directed to the solution of basic technological problems con- 
cerning vehicular configurations and construction, human factors, 
life support equipment and accommodations, launching systems, 
stabilization and control, reentry and recovery systems and techniques, 
operational and scientific instrumentation, and other vehicular sub- 
systems has been initiated. 

On the basis of extensive studies it has become evident that the 
first manned orbiting flight vehicles should be based on the use of an 
ICBM-booster launching system and the ballistic type of drag reentry 
into the atmosphere. ‘The relative simplicity and reliability of this 
approach at the present state of the art offers the best potentiality for 
early success and will yield a vehicle with a wide range of usefulness 
for investigating problems concerning both human and vehicular 
operation factors. This vehicle is also a logical stepping stone to 
larger systems of the same type with greater capacity for performing 
scientific, civil and military services. In addition, it is adaptable 
to the investigation of both reaction-type space-path control and 
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aerodynamic-lifting systems that will give later manned space vehicles 
a greatly increased scope of operations. 

During the fiscal year 1959, a wide range of studies and experimental 
investigations is being initiated to assess the problems that will be 
encountered in initial development and operation of manned space 
flight vehicles and to establish the design requirements for the first 
operational vehicle. A contract for the design and construction of the 
full-scale manned capsule and associated instrumentation and equip- 
ment has been let and the initial capsule for preliminary investigations 
should soon become available. 

Booster systems including solid-rocket clusters and liquid systems 

up to the ICBM size are being procured to provide for a progressive 
series of unmanned flights at increasing velocities up to orbital speed 
to refine both the vehicular systems ‘and operational techniques to 
insure the safety of later manned operations. 

Some of these preliminary flights will also utilize lower primates to 
access a range of physiological ‘and psychological factors that will be 
attendant to manned operation. Concurrently an intensive program 
of pilot training involving centrifuge, pressure chamber, simulator 
and balloon experiments is being undertaken. 

Further extensions of these programs are planned for fiscal year 
1960. During this period it is expected that the first orbital flights 
of the unmanned full-scale capsules will be achieved and effective 
techniques developed for the reentry and recovery phases of the opera- 
tion. If the systems and techniques prove successful, some prelimi- 
nary flights at suborbital speeds with the manned capsule may be 
undertaken. Additional vehicle capsules and boosters and associated 
equipment will be procured for the continuing manned flight experi- 
ments in the following year. 

During fiscal year 1960 it is also planned to undertake the develop- 
ment and construction of more refined versions of the vehicle that 
will offer greater capabilities for performing scientific investigations 
in space and for providing space path control. A range of analytical 

studies and model experiments will be undertaken to define the 

optimum approach to these problems and establish the basic design 
requirements. Initial development of appropriate vehicles should 
be undertaken. 

The major items to be procured for this project are the satellite 
capsules. A total of 12 capsules will be delivered during fiscal year 
1960; fiscal year 1959 funds are being used for the design, engineering, 
and early construction phases of these satellites. Boosters for short- 
range test and qualification flights are also being purchased during 
fiscal year 1959 and funds will ‘be committed for the ICBM-boosters 
required for the first orbital flights. The boosters for the manned 
orbital flights will be purchased in fiscal year 1960. 


2. Space rendezvous techniques, $3,000,000 

For the conduct of advanced space flight investigations it will be 
necessary to provide vehicles with a capability for attaining or chang- 
ing precision orbits or trajectories, and for executing controlled 
rendezvous in space. Such flight operations are fundamental, for 
example, to the operation of fixed-altitude and stationary satellites, 
to the construction of complex vehicles in space, and to the transfer 
of personnel and materials in the operation of orbiting space labora- 
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tories. The development of such operational capabilities is a basic 
objective of the NASA space vehicle development program. 

During fiscal year 1960, it is planned to undertake basic studies to 
establish effective methods for providing the various required types of 
vehicular space path control. Preliminary investigations will also be 
undertaken to devise practical components, including referencing, 
target acquisition, director, propulsion, and control systems asso- 
ciated with such operations. It is expected that the state of the art 
will also permit the initial design and development of vehicular sub- 
systems necessary for the more elementary maneuvers involved in, 
for example, the circularization of an elliptical satellite orbit. 


E. SPACE PROPULSION TECHNOLOGY 


1. Solid propellant rockets, $3,000,000 


As compared to liquid propellant rockets, solid propellant rockets 
have several inherent advantages. They are storable, reliable, utilize 
simple operating principles, are generally transportable in a loaded 
condition, and offer advantages of simple firing techniques for rela- 
tively untrained launching crews. Their general characteristics and 
the ability to manufacture them readily in different sizes make them 
attractive for such uses as upper-stage boosters, retrorockets, and 
guidance-correction rockets for space systems. 

The utility of solid propellant rockets is limited by a present in- 
ability to control thrust during burning, to terminate thrust precisely 
with a fraction of the charge unburned, to reignite after initial burning 
and to obtain simple thrust directional control. The proposed pro- 
gram will aim at an improvement of each of these deficiencies. In 
addition, research and development efforts will be aimed at the reduc- 
tion of the weights of cases, nozzles, throat inserts, and other inert 
ee thereby improving the overall efficiency of the solid propellant 
rocket. 

Studies of the problems and requirements of retrorockets have been 
initiated in 1959 and will continue in 1960. Studies of improved 
— combinations will be initiated in 1960. Prototype rockets 
naving improved construction techniques (lighter weights) will be 
developed in this time period. Advanced thrust modulating and 
thrust vectoring systems on small-scale rockets will be started in 1960. 


2. High-energy propellant rockets, $5,000,000 
Fuels of relatively low energy were used in early rockets, both 
liquid and solid. The present generation of large rockets uses liquid 
fuels of moderately high chemical energy such as liquid oxygen and 
kerosene. <A newer class of fuels, of significantly higher energy, has 
been tested for several years in small, experimental rockets. The 
most promising of these new fuel components are hydrogen, fluorine, 
and hydrazine. Through the use of these newer fuels it will be 
possible to increase substantially the payload-carrying capacity of the 
present generation of large rockets. For example, a two-stage rocket 
that uses oxygen and kerosene as fuels can put 4,000 pounds in orbit 
around the Earth and can send 750 pounds to Mars. By usin 
hydrogen in place of kerosene in the upper stage only, the payloa 
capability can be increased to 8,000 pounds for the Earth satellite 
and 1,500 pounds for the Mars probe for the same launch weight. 
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Sufficient experience with the new high-energy fuels has now been 
obtained to proceed with the development of large engines intended 
for use in rocket vehicles. Preliminary design of the vehicles will 
proceed concurrently with the engine development so that a useful 
product will result. 

Since the oxygen-hydrogen combination is currently considered the 
most promising high- -energy fuel combination for practical use, the 
development effort using these fuels has been initiated. Strong 
support is required to maintain a reasonable development schedule 
on this urgently needed rocket powerplant. The development of a 
final stage using storable propellants (nitrogen-tetroxide and hydra- 
zine) will start in 1959. An experimental investigation of the fluorine- 
hydrogen combination is being continued. Finally, design studies 
and experiments leading to a hydrogen-oxygen engine of 50,000 to 
100,000 pounds thrust will be continued. 


8. One-million-pound thrust single-chamber engine, $30,200,000 

For missions aimed at boosting large manned vehicles into orbits 
around the Earth and for missions aimed at delivering large instru- 
mented payloads to the planets, rocket systems having thrust levels 
significantly greater than the capability of present ICBM boosters 
are required. Systems based on current’ ICBM’s with high-impulse 
propellant upper stages will be able to deliver approximately 8,000 
pounds into an Earth orbit and approximately 1,500 pounds in a 
planetary probe. A million-pound rocket first stage with a current 
ICBM as the second stage and a high-energy propellant third stage 
would deliver approximately 15 tons into an Earth orbit and 5 tons on 
various interplanetary missions. Such payloads will be required for 
advanced manned vehicles orbiting around the Earth. <A booster of 
the proposed magnitude is also required for instrumented payloads 
which will be landed on the near planets to explore and investigate 
the nature of these planets in detail. For missions aimed at manned 
flight to various interplanetary objectives, significantly higher thrust 
levels will be required. These will be attainable by clustering the 
million-pound thrust motors to produce a 5- to 6-million-pound total 
thrust. 

Fiscal year 1959 funds are being used to support component research 
and design analyses for high-thrust rockets. A contract has been let 
for the design, fabrication, and development of the million-pound- 
thrust rocket. Fabrication of components will be started and con- 
tinued into fiscal year 1960. The engine is scheduled for completion 
within 4 years. 

4. Nuclear rocket engines, $8,000,000 

There are two principal types of nuclear-power systems applicable 
to propulsion devices. The first is the heat transfer rocket in which a 
low molecular weight gas is heated to high temperature in the nuclear 
reactor. This high temperature gas is then expanded through a jet 
nozzle producing thrust. The second system is one in which the heat 
generated in the nuclear reactor is converted to electrical energy by 
some thermal conversion system. ‘The electrical energy may then be 
used in a wide variety of ways to produce thrust. For instance, it 
may be used to accelerate ions to high velocity or it may be used to 
heat and accelerate a plasma out through a jet nozzle. The first type 
of nuclear system will be referred to as the nuclear heat transfer 
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rocket; the second system will be referred to as the nuclear electric 
rocket. 

Nuclear heat transfer rocket—Because of the low molecular weight 
of the gas discharged from the jet nozzle and the high temperature of 
the gas, the nuclear heat transfer rocket is capable of achieving specific 
impulses in the range of 700 to 1,000 seconds as compared with a 
maximum of about 400 seconds for the high impulse chemical rockets. 
These high impulses give the nuclear rocket the potential of being 
able to deliver high payloads into an orbit around the earth with a 
single-stage rocket. For example, it would be expected that a pay- 
load of 30,000 pounds could be boosted into an Earth orbit with a 
single-stage nuclear rocket having a takeoff gross weight of about 
250,000 pounds. Using chemical rockets to do this same job would 
require a three-stage vehicle weighing about a million pounds. 

These high impulses of the nuc iar heat transfer rocket systems also 
offer the potential of delivering large payloads to various interplane- 
tary objectives when this nuclear rocket is used as an upper-stage 
rocket. For instance, with a takeoff gross weight of 1 million pounds, 
a payload of 6,500 pounds could be delivered to a Mars orbit with a 
four-stage chemical rocket. Using the first two stages of this chemical 
system and adding a nuclear third-stage (still giving a gross weight 
of 1 million pounds) makes it possible to deliver 28,000 pounds into a 
Mars orbit. In addition, these high impulses permit the use of low- 
power reactor systems to carry large payloads from an Earth orbit 
to various interplanetary objectives in nuclear space heat transfer 
rockets. 

Nuclear electric rocket —The nuclear electric rocket will develop ex- 
tremely high impulse because of the high velocities to which the dis- 
charge particles are accelerated. However, the thrust generated will 
be significantly less than the weight of the system required to generate 
the electricity so that electrical systems cannot be used to boost a 
payload from the Earth. It is well suited, however, to propelling a 
vehicle out in space where the thrust is sufficient to permit the vehicle 
to leave an established Earth orbit and travel to interplanetary objec- 
tives. For the advanced space missions in which human crews may 
travel to distant objectives for exploration or other purposes, the 
nuclear electric rocket is one of the promising propulsion systems. 

Because of the NASA mission to develop vehicles capable of carrying 
the equipment, supplies, and men that may be needed to explore space, 
it is necessary that the potential of-the nuclear rocket systems be 
thoroughly evaluated and developed. Because the major obstacles 
in the way of the development of these rocket systems lie in the reactor, 
it is necessary that studies aimed at the earliest possible development 
of high temperature, lightweight reactors be made. Along with this 
reactor work, studies must proceed on the other components of the 
system so that these other components will not delay the final full-scale 
system tests. 

The program for the fiscal year 1960 is divided into three principal 
parts in terms of the application of the nuclear-power system: (1) con- 
tinued support of the Rover program aimed at the development of 
high-power reactors for Earth satellite booster application; (2) studies 
of nuclear systems for application to upper-stage or space heat transfer 
rockets; and (3) studies of nuclear-power generating systems for early 
application in electrical propulsion systems. In the Rover program, 
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the NASA will continue to support development of the nonnuclear 
components. For the upper-stage heat transfer and electric rockets, 
system design studies will be made and component fabrication and 
performance evaluation will be started. 

5. Space engines, $3,000,000 

The possible engines for space propulsion vary from the lightweight 
but low efficiency types, such as existing chemical rockets that consume 
a large amount of propellant, to proposed types that are very efficient 
and consume only a small amount of propellant but are also very 
heavy. For journeys that require very high energies, such as inter- 
planetary flights, the chemical rocket becomes prohibitively heavy. 
Journeys of this type will require the use of the more efficient space 
propulsion engines. These engines will, in general, consist of an 
energy source, conversion equipment and an accelerator. The energy 
source may be nuclear, solar, chemical or other. The space engines 
program will be directed at obtaining a high reliability in the con- 
version equipment and accelerator components and at reducing en- 
gine hardware weight so that either the payload may be increased 
or higher thrust engines may be used to reduce trip times. 

Basic research must be conducted on advanced space engines in 
order to explore the possibilities of all types, and development work 
must be started on systems now considered the most feasible in order 
to reduce their weight. The possibility of direct conversion of nuclear 
energy to produce a high-velocity jet also exists so that research 
work must be continued in this field. 

Funds for fiscal year 1959 provided for both analytical and experi- 
mental studies to determine the capabilities and operating limits of 
the components of the systems and an evaluation of the overall system 
to determine the most feasible type for development. Corrosion and 
mass transfer, for example, will determine the temperature limits to 
which the engine can be operated. 

Funds for fiscal year 1960 will provide for additional studies and for 
prototype hardware of certain components that must be built to 
check out the features of the components and of the entire system. 
Evaluation and development of this type of hardware will eventually 
lead to operational engines for space flight. 


6. Auxiliary power units, $3,000,000 


Nearly all vehicles to be effective must have auxiliary electric power, 
in addition to the main propulsion power source, in order to operate 
the equipment on board. The type of power unit required depends 
on the rate of power consumption needed and the time for which it 
must operate. Possible power units vary from lightweight but low 
efficiency types suitable for short-time operation to the heavier but 
more efficient types for long-time operation. In some vehicles the 
auxiliary power may be supplied by the main propulsion unit. All 
systems require one or more components to convert an energy source 
to electric power. The system that results in the lightest weight for 
& given mission will depend on the weight and efficiency of each of the 
components so that each must be studied and developed. 
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Auxilizry power units can, in general, be divided into two categories: 
(1) The chemical-cell type which contains a given total energy and is 
thereby limited in time of operation depending on the rate at which 
energy is used, and (2) the solar-cell type which is limited in power 
output depending on the size and distance from the Sun but which 
has an almost indefinite life or time of operation. The nuclear- 
powered turbogenerator, like the solar cell, has a very long life limited 
only by the reactor fuel supply but is capable of being developed to 
very high power outputs—in the order of megawatts. At the higher 
powers these units are useful as the power source for the electric space 
engines. 

Existing units are either very limited in operating times when using 
the chemical cell, or to very low power output when using the solar 
cells. Initial work will consist of refining these units in order to 
reduce their weight and increase their power and reliability. These 
units, however, can never be developed for missions which require 
travel to long distances from either the Earth or the Sun. Studies 
and research will first be made on components leading to advanced 
nuclear systems. These studies will then be used to determine which 
units to develop for future interplanetary and interstellar journeys 
that will be made. 

Funds for fiscal year 1959 are being used for studies of various sys- 
tems to determine their limitations and operating characteristics. 
These studies consist of analytical investigations and the constructions 
and tests of component parts that are difficult to analyze. Funds for 
fiscal year 1960 are requested for the more detailed study of the sys- 
tems that appear most promising and for the construction of proto- 


type components of the systems to determine their operating charac- 
teristics and efficiencies. 


F. SPACE SYSTEMS TECHNOLOGY 


1. Advanced vehicle systems, $1,500,000 


The NASA has initiated a program for the development of a 
1-million-pound thrust rocket motor. In addition, other programs 
are underway for the development of rocket motors suitable for use 
with high-energy propellants as well as research directed toward pro- 
viding nuclear reactors for rocket propulsion. Rocket motors repre- 
sent only one part of the complete booster system. Other factors to 
be considered included the tanks, structure, type of staging, methods 
for altitude control, prelaunch fuel handling, and operation of the 
vehicle. Some or all of these areas of interest must be examined at 
an early date so that the complete booster system reaches develop- 
mental stages on a time scale that will allow earliest possible use of 
the rocket motors. 

In fiscal year 1959 predevelopment study contracts have been 
initiated to study the problems arising in the use of large rocket sys- 
tems and/or high-energy propellant systems. They will be continued 
and extended in the fiscal year 1960. Model testing will be started 
in 1960. 


2. Booster recovery systems, $1,500,000 
As part of its mission to explore space, the NASA is developing 
large rocket engines which will be capable of delivering large payloads 
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into an Earth orbit or which will be used to boost upper-stage vehicles 
for long-range interplanetary missions. For instance, a cluster of the 
million-pound thrust rocket engines can be used to deliver a payload 
of approximately 150,000 pounds into an Earth orbit. These clusters 
will also be required for the proposed manned lunar missions and for 
the establishment of permanently manned and therefore permanently 
supplied space stations from which advanced space missions and 
operations may be carried on. 

It is presently estimated that the hardware cost of each of the 
clusters of million-pound thrust rocket systems will be at least $45 
million. Because of the extensive use that is proposed for the million- 
pound rocket and because of the large numbers of these rockets that 
will be required, it is apparent that means must be found to recover 
the first-stage booster so that it may be reused. The savings in cost 
of hardware that would be achieved would pay many times over for 
the cost of developing a booster system that would be recoverable. 

The fiscal year 1959 funds for this program are being directed only 
at analysis of various systems of recovery that appear feasible. In 
the fiscal year 1960, design and engineering will be conducted and 
promising concepts will be evaluated using models in wind tunnel and 
free flight experiments. 


8. Orbiting space laboratories, $2,000,000 

Current and planned programs for satellite experiments will provide 
a new wealth of scientific information of the physical environment of 
the Earth. It has become clear, however, that there is a wide range 
of advanced scientific and technological investigations in space that 
can be more effectively performed with an orbiting space laboratory. 
Such laboratories will provide a stabilized platform in space with 
sufficient room, weight-carrying capacity, supporting instrumentation 
and equipment, and, as necessary, accommodations for scientists and 
technicians to perform more specialized and advanced operations than 
is possible with current types of space vehicles. 

In particular, orbiting space laboratories will provide a capability 
for conducting advanced and extensive astronomical and cosmological 
investigations where the onbosrd operating and analytical faculties 
of man are advantageous. There are, similarly, other broad areas of 
scientific endeavor involving, for example, the influence of gravitation 
on biological processes and of high-energy particles on both organic 
and inorganic substances that warrant investigation and cannot be 
adequately simulated in earth laboratories. The space laboratory 
will also allow the assessment of man’s capabilities, requirements, and 
limitations for performing more complex and extensive space missions. 

Space laboratories will be required for the investigation and proof- 
testing of a host of vehicular components and operating techniques 
required for other advanced space vehicles. Of note are problems 
concerning the employment of optical and other critical components in 
&@ micrometeoritic environment, the influence of radiations on the 
structural behavior of special materials, the mechanism of vapor- 
liquid interfaces under zero gravity as related to powerplant boilers 
and condensers, the feasibility of mechanical construction in space 
and the general performance evaluation of inertial platforms, referenc- 
ing and navigation systems, scientific and operational sensors, space 
rendezvous systems, personnel equipment, and the like. 
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There are in addition a wide range of potentialities for the develop- 
ment and provision of important civilian services involving mete- 
orology, communications, broadcasting, mapping, and special obser- 
vation where the orbiting space laboratory will make vital contribu- 
tions. 

During fiscal year 1960, a program will be initiated to advance the 
technology of the design, construction, and operation of orbiting space 
laboratories. Such a laboratory represents an important application 
of the manned satellite technology being developed in another pro- 
gram. In order to provide an early capability for advanced geophysi- 
cal and biological experiments where earth stabilization and vehicle 
recovery is required, however, it is planned to initiate the development 
of internal modifications fer a capsule of the type being developed 
in the manned satellite program for use as an unmanned orbiting space 
laboratory. The modifications will permit substitution of the experi- 
mental apparatus and associated instrumentation for the volume and 
weight normally required for manned operation. Initial development 
and construction of special subsystems and experimental apparatus for 
such a vehicle will also be initiated. 

Concurrently, investigations will be undertaken to establish the 
design requirements for a more advanced orbiting space laboratory 
that will be large enough to accommodate two men together with 
appropriate scientific laboratory equipment and thereby permit 
conduct of a wider range of scientific studies in space. 


G. 





SUPPORTING ACTIVITIES 


1. Tracking and data acquisition, $11,500,000 

The supporting effort on tracking and data acquisition is being 
planned to provide common operating facilities in these areas for as 
much of the varied workload as is practicable. In all cases, whether 
NASA considers a scientific program using satellites or sounding 
rockets, a space probe rocket, or a manned satellite experiment, there 
is a need for tracking units capable of delivering orbital data or position 
time histories, and telemetering receivers for data transfer. These 
devices must be properly coordinated by communications links and 
the data returned to a suitable computing center for rapid data reduc- 
tion. Without such equipment there would be no point to most of 
the projected experiments, as there would be no data available for 
analysis. Each type of test generally brings with it special require- 
ments on instrument performance, making it necessary to include in 
the design of the station equipment the greatest possible flexibility. 

This program is intimately related to the construction and equip- 
ment portion of the budget as it is with that equipment with which 
most of the operations are concerned. In the immediate future the 
data acquisition and tracking effort will be devoted to the continued 
operation of the existing IGY optical and radio interferometer net- 
works. It is proposed to establish additional stations with supple- 
mental fiscal year 1959 funds and with the regular fiscal year 1960 
funds as discussed under the ‘‘Construction and equipment” section of 
the estimates. Operational contracts are planned under the ‘‘Research 
and development” appropriation title for a number of both the existing 
and the new stations. Support will be given to groups which have 
already participated in the IGY program so as to retain experienced 
personnel in station operations. 
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H. VEHICLE DEVELOPMENT 


1. Scout, $2,000,000 

A review of the various scientific experiments to be performed over, 
the next several years has indicated the need for highly versatile, 
reliable, and inexpensive vehicles which can be launched with mini- 
mum facilities and which can be used to conduct a wide range of 
scientific experiments. These experiments include placing a variety 
of scientific payloads into 300 to 500 mile orbits, high-altitude probes, 
high-velocity reentry tests, advanced heating and ablation studies, 
and many similar type experiments. A study of the existing available 
vehicles indicates they are all complex and costly, and not fully op- 
timized for the kind of mission and use described above. 

The Scout vehicle is a natural extension and evolution of the multi- 
staged solid propellant rocket systems that the Langley Research 
Center has been developing over the last 10 years for high-velocity 
aerodynamic and reentry research studies. The solid propellant 
rocket systems have demonstrated a very high degree of reliability in 
operation. The system also combines simplified logistics and handling 
inherent in solids so that a reliable and inexpensive vehicle can be 
achieved. 

The Scout vehicle consists of four solid rocket stages whose per- 
formance is representative of current advanced state-of-the-art solid 
propellants. It will have capabilities for launching payloads of 150 
to 200 pounds in circular orbits at 300 miles and for placing 100-pound 
pavloads at about 5,000-mile altitudes. 

The use of solid propellant motors, the simplicity of components, 
and the simplicity of launching and handling techniques will allow 
launching of the vehicle from a variety of sites including the NASA’s 
Wallops Island Station in Virginia. Handling and launching costs 
should be greatly reduced. 

There are four major areas of development in the Scout: the pro- 
pulsion system, the guidance system, the airframe, and the launcher. 
Contracts for the development of all four areas have been initiated in 
fiscal year 1959. Fiscal year 1959 funds will be used for the major 
phases of development of these components including the procure- 
ment of eight sets of propulsion systems, four guidance systems and 
airframes, and one launcher. Four guidance systems and four air- 
frames will be procured with fiscal year 1960 funds. 

It is anticipated that the first vehicle evaluation flight test will be 
conducted in early 1960. Basic vehicle evaluation should be com- 
pleted by the summer of 1960 with the firing of three vehicles. The 
five remaining vehicles will be used with specific payloads to carry out 
useful research programs and to obtain data on vehicle performance. 


2. Delta, $13,300,000 

Space projects to date have utilized vehicles that have been adapted 
from military ballistic missile boosters. While providing valuable 
interim service, most of these vehicles suffer from technical limitations 
that restrict their desirability for long-term application as space 
vehicles. 

The Delta space-flight vehicle will replace the small-payload 
vehicles currently in use. It will be similar to the Thor-Able, but will 
have a coast-phase attitude control system, permitting higher injection 
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altitudes. Delta will be a three-stage vehicle in which the first stage 
will consist of a production Thor missile with the nose cone and 
guidance unit removed. The second stage will consist essentially of 
the Vanguard second stage with an improved radio-inertial guidance 
system of higher accuracy. The third stage will be a solid-propellant 
rocket motor developed for Vanguard. 

The Delta vehicle will be applied to a number of satellites and space- 
probe projects. It will have a payload capacity of 300 to 500 pounds 
for satellite applications and up to 75 pounds for probe shots to the 
vicinity of the moon. Delta will be useful for both inclined and polar 
orbits and will be launched from either the Atlantic or the Pacific 
Missile Ranges as desired. 

The Delta program is divided into five parts: (1) fabrication and test 
of the modified Able second stage; (2) procurement and test of the 
guidance systems; (3) modification of the Thor boosters; (4) integra- 
tion of the complete Delta; and (5) preparation and launch. Funding 
for this program, including the procurement of 12 vehicles, is being 
initiated in fiscal year 1959 and continued in fiscal year 1960. 

8. Vega, $42,800,000 

The Vega is intended to be used as either a two- or three-stage ve- 
hicle. Some missions, such as Project Mercury, require only two 
stages while higher performance is required for lunar and space probes 
The first stage will be a modified R. & D. Atlas. (The modification 
will consist principally of changing the forward tank.) The second 
stage will carry liquid oxygen and kerosene as propellants and will 
use existing Atlas tooling. The second stage will be powered by the 
Vanguard first-stage engine, which will be modified to take advantage 
of altitude operation. ‘The third stage, when used, will utilize storable 
propellants; this stage is currently under development by the Jet 
Propulsion Laboratory 

The first launch of the Veza general purpose vehicle is scheduled for 
the fall of 1960. Its planned payload capability of 5,000 pounds in a 
300-mile Earth orbit will permit the use of highly sophisticated com- 
munication and meteorological satellites. Vega may also be used as a 
second vehicle in the Project Mercury series to establish a manned 
orbiting space laboratory capable of supporting two men for several 
weeks. The Vega vehicle will provide a capacity adequate to permit 
800 pounds to be carried to the near vicinity of the moon. This 
payload should permit carrying sufficient instruments and transmitting 
equipment to investigate the moon’s magnetic field and to determine 
whether the moon is surrounded by radiation belts similar to the Van 
Allen radiation belts surrounding the Earth. The lunar surface 
radioactivity and the vestigial atmosphere could also be examined. 
It should also be possible to employ the Vega to take high-resolution 
photographs of the hidden far side of the moon and by an electronic 
scanning technique, to transmit the resulting photographs to receiving 
stations on the Earth. Vega is the first vehicle suitable for attempting 
a close approach to Venus or Mars. 

The Vega program is divided into five parts: (1) development and 
testing of the modified Vanguard engine; (2) modification of the Atlas 
booster; (3) design and fabrication of the second stage; (4) integration 
of the Vega vehicle; and (5) testing and launch. Funding for this 
program, including the procurement of eight vehicles, is being initiated 
in fiscal year 1959 and continued in fiscal year 1960. 
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4. Centaur, $41,000,000 

The technical direction of Project Centaur, initiated by ARPA in 
the fall of 1958, will be transferred to NASA on July 1, 1959. Centaur 
is a two-stage vehicle whose first stage is an R. & D. Atlas missile 
of the type used in the Vega program. The modified Atlas vehicle 
consists of an operational Atlas with the cone frustrum portion of 
the liquid oxygen tank replaced by a cylinder. Changing the for- 
ward end of this tank permits the upper stage to be the same diameter 
as the Atlas vehicle. Between the lower and upper stages is a struc- 
tural adapter that is attached permanently to the lower stage. The 
upper stage is mounted on top of the adapter which is jettisoned with 
the modified Atlas booster. This high-energy stage is powered by 
two rocket engines. Sets of hydrogen peroxide rockets are utilized 
for upper-stage attitude control during the coast period. The use 
of high-performance propellants permits a gain in payload weight of 
approximately 50 percent over Vega for similar missions. Advanced 
missions, such as planetary probes, would require the use of a third 
stage. 

The most important application for the Centaur vehicle will be to 
place a communication relay into an equatorial orbit having a period 
of 24 hours, to permit the satellite to hover over one spot on the 
Earth’s surface. The first six vehicles will be devoted to achieving 
this end. The early flights will be heavily instrumented and refine- 
ments dictated by the results of analysis of early test flight data will 
be incorporated into the later vehicle configurations. The final equa- 
torial 24-hour circular orbit will require the second-stage engine to 
be fired a total of three times. The launch direction for the booster 
phase will be selected so that the early portion of a low-altitude park- 
ing orbit will cross the equator. At this point the second firing of 
the upper-stage engines will increase the vehicle’s velocity to place it 
into a transfer ellipse, the second stage being reoriented so that the 
third firing will provide the velocity for a circular orbit and a change 
in plane from the transfer ellipse to the equatorial plane. Centaur 
will be capable of a lunar soft landing and subsequent investigation 
of the lunar surface, atmosphere, and internal structure. 

The first flight of Centaur is scheduled for 1961. Development of 
the vehicle and engine is in progress. The program is in five parts: 
(1) design, development, and fabrication of the engine; (2) modifica- 
tion of the Atlas booster; (3) design and fabrication of the second 
stage; (4) integration and testing of the complete Centaur; and (5) 
preparation and launching. Funding for this program, including the 
procurement of six vehicles, is being initiated in fiscal year 1959 and 
continued in fiscal year 1960. 


CONSTRUCTION AND EQUIPMENT 
Summary 


Langley Research Center (Hampton, Va.) ___.-.----------------- $4, 580, 000 
Ames Research Center (Moffett Field, Calif.)_.............------ 6, 555, 000 
Lewis Research Center (Cleveland, Ohio) 6, 860, 000 
High-Speed Flight Station (Edwards, Calif.)..........-.--------- 2, 805, 000 
Space Projects Center (Beltsville, Md.)__.........------.-------- 14, 000, 000 
Pacific Missile Range (Point Arguello, Calif.)............-..----- 3, 000, 000 
Various locations 15, 250, 000 


53, 050, 000 
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A. LANGLEY RESEARCH CENTER, HAMPTON, VA. 


The National Aeronautics and Space Administration is requesting 
the sum of $4,580,000 for fiscal year 1960 for this installation. 

The first item concerns alterations to the thermal structures tunnel. 
Alterations and modifications to this facility, which has been operating 
for approximately 2 years, are necessary. This wind tunnel is con- 
structed to provide tests under realistic conditions of airspeed and 

temperatures up to speeds of approximately 2,000 miles an hour. The 
structures of missiles and airplanes are seriously affected by thermal 
stresses and the high temperatures set up under flight conditions. This 
wind tunnel permits NASA to make realistic tests of large size speci- 
mens of actual construction. The alterations which are necessary 
here are to reduce the loads applied to the model during starting and 
stopping conditions in order to permit NASA to test models which are 
more nearly representative of the actual construction that will be 
necessary on the wings and fins of such vehicles. 

The next item under this paragraph of the bill concerns the need 
for analytical computing equipment. A central computing system for 
use with simulation equipment is necessary. This would be located 
at various locations throughout the Langley Laboratory. Much of this 
simulation equipment involves putting a pilot, for instance, in cock- 
pits which duplicate on the ground many of his motions in the air, 
and also for simulating actual components for automatic control and 
stabilization equipment. This requires that these pieces of simulation 
equipment be located in various laboratory buildings. The intention 
is to tie these locations by telephone lines into a central computing 
system, so that greater flexibility could be obtained in conducting 
this simulation work. 

The next item in this paragraph is for conversion of the gust tunnel 
into a noise research laboratory. This is an example of NASA’s 
making use of an obsolete facility for an entirely new purpose. The 
research being conducted in the gust tunnel at Langley, which was used 
to study the effects of gusts on airplanes, has been substantially 
completed. It is singularly well adapted to being modiiied into a 
facility for conducting fundamental research on noise, which is a very 
serious problem to both military airplanes and civilian transport air- 
planes. 

The next item is the conversion of a test cell to a noise test facility. 
This is another example of converting an obsolete facility to a new 
purpose. This is a very heavy concrete test cell, originally intended 
for the testing of engines, and its heavy construction makes it appro- 
priate for conversion to a facility for the testing of noise. Very loud 
noises have drastic effects on the structure of vehicles and in this cell 
it is expected to be able to reach noise levels on the order of 170 decibels 
which corresponds to those close to a rocket exhaust. This noise 
facility is not for the fundamental research on noise, but for the study 
of the effects on the structures of these very loud noises, and for struc- 
tural research to find out what can be done to counteract these effects. 

The final item of this paragraph is for the heater and vacuum system 
for the gas dynamics laboratory. This, again, is an example of 
modernizing a facility which has been in operation for several years. 
In this gas dynamics laboratory are now some 20-inch wind tunnels, 
capable of reaching speeds corresponding to about 8 or 8% times the 
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speed of sound. ‘There is a serious need for a facility for doing flutter 
work at very high Mach numbers. This cannot now be done in this 
laboratory, or in any other NASA installation, because of the very 
severe loading conditions applied to the models in starting these very 
high speed wind tunnels. The modification requested would permit 
NASA to do flutter work in jets by reducing the pressure in the jet to 
a very low value while the jet is starting and while the severe shock 
Ww hich causes heavy loading in the model } passes over it. With the jet 
running, pressure could be increased to duplicate the loads on the model 
under environmental conditions. 


B. AMES RESEARCH CENTER, MOFFETT FIELD, CALIF. 


The increased hourly cost of operating large high-speed tunnels, the 
trend toward research in which dynamic and transient effects are 
measured, and the increased complexity of theoretical problems all 
point to the need for a digital computer with a high speed of operation 
and a large storage and memory capacity. A further need exists for 
a small special-purpose digital computer with limited memory but an 
even higher speed of operation for direct connection through analog-to- 
digital converters to analog signals from flight simulation equipment. 
The present proposal is designed to meet these needs. 

The existing digital computers at the Ames Research Center consist 
of two electrodata 204 computers which have been purchased and one 
IBM 650 which is being retained on a rental basis. The basic storage 
capacity of the 204 is 4,000 words and of the 650 is 2,006 words. The 
access time of these computers is of the order of 2 milliseconds. 
Experience with this equipment has demonstrated its great value to 
the operations of the Ames Research Center, both from the standpoint 
of saving time and money in tunnel operation and data reduction and 
also in its ability to treat theoretical problems that would be impos- 
sible by hand-computing methods. The mere existence of these 
electronic computers and experience with their capabilities have en- 
gendered proposals for the solution of problems, both theoretical and 
experimental, that overtax the capabilities of the existing equipment 
either from the standpoint of capacity, accuracy, or computing speed. 

Significant advances have been made in the development of com- 
puters in the last 3 years and it is now possible to procure digital 
computers having hundreds of times the capacity and 500 to 1,000 
times the operating speed of the present equipment. To solve the 
significant problems seen in the fields of aerodynamic theory, space 
technology, and data reduction, such equipment is urgently needed. 

It is proposed that a large general-purpose digital computer be 
acquired on a rental basis. While it would be possible to purchase 
& computer having the performance specified, it is estimated that 
the cost would exceed $3 million. The performance and cost of com- 
puters is changing so rapidly at the present time that purchase of 
such a machine is not considered prudent at this time. Within the 
next calendar vear it is known that several new computers will be 
announced in which the ratio of cost to speed and capacity will be 
substantially lower than any computer now on the market. It is 
expected that this trend will continue as advances in electronic com- 
ponents and in computer circuitry design permit greater performance 
for lower manufacturing cost. The maintenance of a large electronic 
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computer requires a staff of electronic engineers and technicians with 
highly specialized training. ‘To date it has been found impossible to 
recruit, train, and retain ‘adequate personnel for this duty. Under a 
rental contract NASA is in a position to leave machine maintenance 
in the hands of the contractor. Experience has indicated this to be 
a highly desirable arrangement. 

Contrasted to the large computer, there is a need for a small, spe- 
cially designed digital computer. This special-purpose computer is 
not available on a rental basis. Due to its small memory capacity 
and its special logic, its maintenance will not present any unusually 
difficult problems. Analog computers and analog-to-digital converters 
will be needed for input to this computer for on-line operation. 

The project includes a building to provide air-conditioned space 
with humidity control for the computer and its associated equipment 
and office space for the operating staff. 

The next item is for a mass transfer cooling and aerodynamics 
facility at the Ames Research Center. This facility would provide 
very high speed and very high temperature flows in the laboratory 
to permit the study of aerodynamic and heat-transfer problems on the 
ground under conditions which heretofore have not been possible. 
This facility would provide three jets with air heated by electric 
arcs and will permit tests under heating and speed conditions cor- 
responding to flight conditions at approximately 12,000 miles an hour. 
It will also permit making aerodynamic investigations at higher speeds 
and to conduct heat transfer investigations under the very high heat 
transfer conditions that are encountered by ballistic missile warheads 
reentering the atmosphere. 


C. LEWIS RESEARCH CENTER, CLEVELAND, OHIO 


Analyses of space missions have shown that ion and plasma rockets 
offer attractive advantages over chemical rockets and nuclear heat 
transfer rockets for many applications. For example, many types of 
space vehicles will require large amounts of nuclear-electric or solar- 
electric power for communication, television relay, data transmission, 
and internal environment control. Remarkable weight savings are 
possible if this electric power can be utilized for the propulsion and 
control of the vehicle instead of carrying along a separate propulsion 
system. Applications of electric propulsion of interest within the 
next few years include the control and stabilization of satellites with 
astronomical telescopes and television relay systems, and the propul- 
sion of unmanned interplanetary probes. Applications for the more 
distant future include manned interplanetary expeditions and large- 
scale freight transfer between the Earth and Moon or the Earth and 
planets. An example of the weight reductions possible for a round 
trip, eight-man expedition to Mars is shown in the chart on the follow- 
ing page. Even greater weight reductions are possible with technologi- 
cal improvements in powerplant weight. 

Facilities now in use, or under construction, at the Lewis Research 
Center will permit the investigation of small-scale models of ion and 
plasma rockets. The larger facility proposed herein will provide 10 
times the power and vacuum capacity of test facilities now under 
construction. It will make possible full-scale research on electrical 
propulsion systems for some applications that seem most promising 
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on the basis of small-scale results. It will have the potentiality for 
expansion to a capacity suitable for full-scale research on any presently 
foreseeable electric propulsion system. The durability and reliability 
of electric propulsion systems can only be established by tests of 
several years duration, since most flight applications will require con- 
tinuous operation for such periods to accomplish a mission. The need 
for the proposed facility is therefore an immediate one if the Nation’s 
research on space propulsion systems is to proceed at the maximum 
possible speed. 

The next item in this paragraph is for a zero power reactor. A 
major hazard in the component research facility for nuclear propulsion 
is the possibility of sudden introduction of excess reactivity by various 
modes of failure of large experimental] setups in the test holes of the 
reactor. These failures could conceivably lead to changes in the 
composition or to changes in the geometrical arrangement of materials 
within the test holes. Because of the close coupling between experi- 
ment and reactor, such changes could lead to such a large increase in 
reactivity that a reactor runaway would result. In order to determine 
whether the effects of various possible accidents to experiments can be 
handled by the control system, it is important to know the excess reac- 
tivities involved. This can only be determined, with the accuracy 
desired, by reactivity measurements made at zero power. The U:S. 
Advisory Committee on Reactor Safeguards which reports to the 
Atomic Energy Commission, recently made a strong recommendation 
to the NASA that such measurements be made in a separate zero 
power reactor. 

The zero power facility will also be an important and useful tool 
for estimating the relative uranium burnup in a partially spent fuel 
element from the main reactor. This is important for the case of 
fuel loadings for the main reactor which involve combinations of par- 
tially used and fresh fuel elements. Combinations of new and par- 
tially spent fuel elements can be used to improve flux distribution and 
conserve uranium reprocessing. Development work for improvement 
of nuclear instrumentation and control equipment for the main reactor 
can also be undertaken with the zero power reactor. 

The next item is for an inpile loop. The first major inpile loop to 
be inserted into the component research facility for nuclear propulsion 
will contain a fuel element for a high-termperature gas-cooled reactor. 
The loop will include the fuel element, compressors to circulate the 
gas coolant, heat exchangers to remove heat generated within the fuel 
element, and various instrumentation and safety devices. The objec- 
tive of the loop tests will be to develop fuel elements for high-temper- 
ature reactors. The coolant in the first loop will be helium. 

The major function of the component research facility for nuclear 
propulsion is to do inpile fuel-element research. The possibility of 
failure of research fuel elements while operating in the facility will 
exist because of the severe operating conditions required of rocket 
reactors. In order to prevent damage to the facility the experiment 
must be made with a fully developed, highly reliable piece of equip- 
ment. Experience of other groups indicates that the design, develop- 
ment, construction, and debugging of large loop experiments is a time- 
consuming process. Construction and development of the first inpile 
loop experiment must be started as soon as possible. 

It is also necessary to acquire an additional 25 acres of land adjacent 
to the Lewis Research Center. 
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This area would be very valuable for future research installations 
as more and more of the work at the center involves the use of explosive 
materials. The deep, narrow valley on this land would provide a 
natural safety barrier that would be extremely costly to duplicate if 
it had to be excavated. This valley can be used in research activities 
at this location. Furthermore, being adjacent to existing facilities, 
the extension of utilities to the area would be relatively simple. The 
25 acres can be procured for $5,000. 


D. HIGH-SPEED FLIGHT STATION, EDWARDS, CALIF. 


The first item in this paragraph is for building additions. With 
research aircraft operating at ever-increasing speeds and altitudes 
there has been and will continue to be a corresponding increase in 
the complexity of the aircraft, in their supporting equipment, and in 
the procedures involved in obtaining data from flight experimentation. 
Consequently, all portions of the station’s mission which involve 
equipment and service space have been growing rapidly and require 
increases totaling 16,420 square feet of laboratory space and 10,200 
square feet of shop area. The two largest groups requiring laboratory 
space are the data reduction and instrument development groups, 
which will occupy more than half of the proposed second floor addition. 
Other roups expanding into this area will include research-engineering 
and pilot’s groups and some supporting research services such as the 
library. Vacated space will be used to relieve crowded conditions in 
other research and supporting activities. The proposed shop area 
will be used to house the relocated machine shop, now occupying 
space in the hangar which is needed for expansion of the electro- 
mechanical controls laboratory; and the instrument shops, including 
repair, construction, telemetering, and radar. The space now occu- 
pied by the instrument shops will continue to be used for that type 
of work, with some rearrangement to provide more space for instru- 
ment calibration. 

The next item is for analog computing equipment. In order to 
reduce the number of difficult and expensive X—15 flights, an analog 
computer assembly is required for use as a flight simulator. The 
proper types of maneuvers for obtaining desired data will be investi- 
gated and checked and optimum guidance will be obtained for ap- 

roaching critical flight conditions. The simulator will also be used 
or reduction of certain types of data such as dynamic stability 
measurements. The new simulator will be used exclusively for flight 
guidance of the X-15 airplane and will simulate its characteristics 
as they exist and are known at the time. In this role it will guide the 
flight program and will be altered only as the airplane is altered or 
the knowledge of its characteristics changes. 

Experience at all NASA activities has shown the analog computer 
to be an indispensable tool in the conduct of flight research. Through 
simulator studies of problems connected with flight research, these 
problems are usually solved more efficiently and quickly. Extension 
of the flight envelope and development of advanced control and 
stability augmentation and guidance systems, require greater com- 
puter capacity so that all the more important system parameters 
may be included in the simulation. In general this will make any 
simulation more accurate and realistic. The additional general pur- 
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pose computer components outlined in this project will be used for 
advanced research studies of new systems, vehicles, and concepts will 
serve for a large variety of general studies involving both the X-15 
and other work at the station. 

The final item of the paragraph is for a terminal guidance facility. 
An important problem area which will be encountered in boost-glide- 
vehicle operations is that of terminal guidance. In order to provide 
backup for an onboard navigational system as well as terminal steerage 
to a specific area, an adequate coverage of the reentry terminal area 
must be provided. An acquisition radar with the suitable coverage 
characteristics will provide this capability. Procurement of such 
equipment for use with X-15 flights will allow a better insight into 
the problems which will be encountered in actual flights and provide 
the means of developing terminal guidance techniques. The use of 
the equipment will also serve to increase the safety of X-15 operations 
by assisting in terminal guidance and in chase plane rendezvous. 
The exis sting radars presently designed into the X-15 range are 
instrumentation type with extremely narrow beam width and hence 
unsuited for investigation of the terminal pickup problem. 


E. BELTSVILLE SPACE CENTER, BELTSVILLE, MD. 


This paregraph provides for a central flight control and range opera- 
tions building, a space sciences laboratory, instrument construction 
and installation laboratory, and necessary utility installations. 

The conduct of a national space flight program by the NASA requires 
the construction of a new Space Projects Center from which the 
technical programs can be planned, monitored, controlled, and 
evaluated. Initial funding for such a center was provided in the 
fiscal year 1959 appropriation. The proposed construction for the 
fiscal year 1960 represents the next phase of the center’s development. 

The initial construction provides accommodations in 2 buildings for 
approximately 400 personnel. One building will house scientific, 
technical, and contracting personnel concerned with theoretical 
analysis, flight operations, and research and development contracting; 
and provides for the installation of two large digital computers for 
data reduction and processing functions related to both theoretical 
work and flight operations. The second building is an office-labora- 
tory for scientific and technical personnel doing research and develop- 
ment on special electronic instrumentation including that required for 
control and guidance systems. 

The construction of a coordinating center for flight operations 
including all phases of launching and space flight is required. The 
basic elements of a communications system linking together a remote 
system of firing and tracking stations exists in the Washington, D.C. 
area. Supervision and coordination of this complex and expanding 
communications system for the purpose of monitoring data collection 
and control requires a communications center in the immediate 
vicinity of the responsible staff. The central flight control and range 
operations building will provide such a center. 

Space research conducted by means of rockets, satellites and space 
probes is critically dependent on the development of the instrument 
package to be carried in these vehicles. The problems of making 
scientifically dependable measurements in space are just beginning to 
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be explored. A space sciences laboratory is required to house scientific 
and technical personnel doing this instrument development work. 

An instrument construction and installation laboratory is required 
to provide effective support to the instrument research and develop- 
ment work. This facility will provide the means for constructing 
instruments and components and for their installation in satellites 
and space probes. 

Supporting utilities are required to permit effective use of the new 
buildings. All proposed buildings will provide fallout shelters in 
accordance with OCDM directive dated September 29, 1958. 

This project proposes the construction of three laboratory-type 
buildings, the installation of appropriate equipment, and the installa- 
tion of the necessary utilities. A description of the facilities follows: 

(a) Central flight control and range operations building.—This build- 
ing will house the personnel and equipment required for monitoring 
all phases of rocket launchings for global and orbital flights. The 
information originating at the. remotely located launching areas and 
the global network of tracking stations will be routed to this location 
for control purposes. Equipment housed will include data readout 
and conversion apparatus, a large duplex digital computer (rented), 
automatic reading and plotting machines, and print-out equipment. 
Associated equipment will include telemetry ground stations, video 
tape recorders, a time standard device, ground command control 
transmitters, and backup transmitting equipment. 

The first floor will provide space for an industrial and military 
briefing room, the central range control room, communications staff, 
and other supporting functions. The basement will house building 
heating, ventilating, air conditioning, electrical equipment, special 
computer equipment, air conditioning, including humidity control, an 
auxiliary powerplant, and communication termination equipment. 
The upper floor space will house scientific personnel and a library. 
The building will provide about 60,000 square feet of floor space. 

(b) Space sciences laboratory—This building will house scientific 
personnel for research and development of instrumentation for satellite 
packages. Studies will be made on infrared radiation, cosmic rays, 
meteorites, X-ray radiation, magnetic fields, and other geophysics al 
phenomena. The functions of this laboratory will also include the 
development of vehicle-borne computers and improvement of ground- 
based computers used to derive detailed orbital or flight path constants 
of space vehicles. Special equipment will include a magnetically 
shielded room, particle accelerator, leak detectors, mass spectrometer, 
vacuum and thermal testing tanks, balancing equipment, centrifuges, 
shake stands, and gyro and hydraulic test stands. 

The first and second floors will provide laboratories for studies in 
the areas mentioned and offices for the research personnel. The base- 
ment will provide space for building heating, ventilating, and electrical 
equipment, some equipment storage, additional laboratory and office 
space, as well as a small electronic instrumentation shop. The build- 
ing will provide about 60,000 square feet of floor space. 

(c) Instrument construction and installation laboratory.—This struc- 
ture will consist of shop space for the fabrication and installation of 
instrumentation and related engineering office space in support of 
scientific payload research and development. Shop space will be 
provided for light, precise machine-shop work, sheetmetal work, 
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welding and brazing, and bench and floor assembly. A full comple- 
ment of machine tool and materials handling equipment is included. 

A basement area will house building heating, ventilating, air condi- 
tioning, and electrical equipment which will include special air filtering 
for certain areas including a “clean” room for critical assemblies. The 
basement will contain a complete photographic laboratory. The 
building will contain approximately 82,000 square feet. 

(d) Utilities —These items include the extension of all utilities, site 
clearing, roads, parking lots, and a central heating plant to provide 
economical central heating for the center’s buildings. 


F. PACIFIC MISSILE RANGE, POINT ARGUELLO, CALIF. 


The satellites flown to date have been launched in inclined orbits 
of from approximately 30° to 50° to the Equator. Facilities for such 
launchings are located at the Atlantic Missile Range at Cape Canav- 
eral, Fla. Many of the future satellite experiments, including 
scientific measurements and meteorological observations will require 
that satellites be launched in a polar orbit at 90° to the Equator. 
Such launchings cannot currently be undertaken at the Atlantic 
Missile Range because of the danger of dropping boosters on the 
Caribbean Islands and the South American mainland. The Pacific 
Missile Range at Point Arguello, Calif., will permit such polar launch- 
ings and will be utilized for this purpose in the NASA satellite program. 

Local tracking and range instrumentation will be provided by the 
Pacific Missile Range. It is the policy of Pacific Missile Range, 
however, to require that the launch facilities be paid for by the 
agency or user that initiates the requirement. Furthermore, support- 
ing facilities, such as shops, offices, and hangars, must be paid for by 
the user if they are to be for his exclusive use. 

The overall NASA satellite program requiring polar launches will 
include a number of booster configurations. Some of the launch 
facilities required for Atlas booster configurations will have been 
installed by other users and will not have to be duplicated by the 
NASA. The NASA expects to make early firings, however, using 
booster configurations based on IRBM’s for which prior launch 
facilities will not be available. It will therefore be necessary for the 
NASA to construct the launch facilities required for these firings. 

In order to support the contemplated firing program at Pacific 
Missile Range, it will be necessary for the NASA to have vehicle 
assembly hangars, a certain amount of shop and instrumentation 
equipment, and office space for technical personnel assigned to the 
firing programs. The anticipated program will be large enough to 
require full-time occupancy of these facilities by NASA. It will 
therefore be necessary for the NASA to finance these facilities. 


G. VARIOUS LOCATIONS 


The first item of this paragraph is for global range tracking and 
communication facilities and equipment. 

These funds are needed to continue the improvement of satellite 
and space vehicle tracking stations for which funds have been author- 
ized in the fiscal year 1959 supplemental bill and to provide additional 
instrumentation facilities specifically required to support manned 
satellite experiments. 





32 AUTHORIZING APPROPRIATIONS TO NASA 


To provide the tracking, data acquisition, and the communicstion 
facilities needed to support the more complicated satellite experiments 
planned for the period beginning 1 to 2 years from now, further modi- 
fication and improvement of the electronic and optical tracking 
networks will be required. The funds requested in this project will 
provide for a continuation of the antenna and data read-out equip- 
ment improvement which was begun with fiscal year 1959 funds. 
Higher capacity telemetry equipment will also be ‘installed at some 
of the stations to handle a larger number of satellite programs, and to 
service a wider bandwidth telemetry data reception. 

In addition, the electronic tracking facilities will be supplemented 
by the provision of improved optical tracking equipment to provide 
the very high precision tracking data needed for geodetic, navigation 
and relativistic satellite experiments. 

The project includes funds to provide for the establishment of high- 
gain automatic tracking antenna and its associated radio receiving, 
recording, and control equipment on Bermuda. This equipment 
will serve multiple purposes which include reception of telemetry 
data from rocket and satellite vehicles launched from Wallops Island 
and Cape Canaveral, acquisition of telemetry data from space vehicles 
in orbit, and supplementar: y tracking of space probes. 

Proper execution of the various functions required on a global basis 
for the launching, flight, reentry, and recovery of a manned sstellite 
system will make necessary the provision of a suitable center for the 
coordination and control of the complete operation. It is proposed 
to supplement existing equipment systems to accomplish these 
functions. 

The funds suthorized will be required to provide a voice link to the 
manned satellite, and modifications to existing equipment for com- 
mand functions to the satellite. Necessary data transmission termi- 
nal equipment with coordinate converters, computers, data recording 
apparatus, display systems and control devices would also be provided. 

Scientific and operational data generated in a satellite during launch- 
ing, orbiting flight, and recovery, must be relayed to gr ound stations 
for reduction, analysis, and control of subsequent operstions. 

Funds are included to provide such data acquisition systems for 
five ground stations and seven shipboard installations, and to supple- 
ment existing equipment at five additional ground stations. The 
systems will include antenna networks, telemetry receivers, data 
handling equipment, and display devices. Installation will be made 
at the primary ground stations in the manned satellite network. 

In order to close major gaps in the ability to coordinate data acqui- 
sition and control functions in the network of ground stations for 
manned satellite operations that were started in the fiscal year 1959, 
additional equipment will be required at various stations to provide 
adequate data transmission, voice communication, with other ground 
stations and the satellite, and command control of satellite functions. 

Funds are included to provide supplementary high-frequency single 
side band or ionospheric scatter systems for surface communications, 
high frequency and very high frequency transmitters and receivers for 
voice communications with the satellite, command interrogation 
systems, and associated antenna and data handling equipment. 

The next item is for support of the Rover program. Nuclear heat 
transfer rockets in which a low molecular weight gas is heated to high 
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temperature in a nuclear reactor and then expanded through a jet 
nozzle to produce thrust, offer large performance gains over chemical 
rocket systems. The low molecular weight of the discharge gas com- 
bined with the high gas temperature in the reactor permit the attain- 
ment of impulses for the nuclear system that are approximately twice 
as high for the nuclear rocket as for the chemical system. This high 
impulse gives the nuclear rocket the potential of delivering a large 
payload into an earth orbit with a single-stage machine werees the 
chemical rocket might require at least two and. probably three stages. 
The Rover program now in process is aimed at the development of 
small, high temperature, high-power reactors for use in high-thrust 
booster rockets. 

At the present time, the AEC Nevada test site has facilities for 

testing the reactor component of the nuclear rocket only. There are 
no facilities for incorporation of a turbopump in the test facility so 
that the combination of ractor and flow system dynamics can be 
simultaneously investigated. There is no way of analyzing these com- 
bined dynamics characteristics with sufficient accuracy that safeand 
relicble system operation can be predicted. It is, therefore, proposed 
that a nuclear rocket facility be designed and constructed so that 
eactors can be tested with the turbopump propellent feed system 
that will be used in the full-scale nuclear heat transfer rocket. Because 
the dynamics of the reactor and flow system are not known, it is 
essential that the early tests of the reactor and the pump be made 
with a pump drive that has extremely accurste speed control. The 
only sufficiently satisfactory system is an electric drive system. The 
present facility will, therefore, supply an electric motor pump drive 
and required electronic speed control equipment for the early tests. 
When the dynamics of this system have been analyzed, the reactor 
will be tested with the full-scale turbopump and the turbine drive gas 
generator system or the full flow turbine drive gas system so that the 
nuclear rocket steady state and transient operation may be accurately 
evaluated and desirable performance obtained. 

This project will supply the electrical drive motor, a variable speed 
coupling, required speed control equipment, flow controls, the neces- 

sary gear boxes to deliver the required pump speed, the turbopump 
stand, the required gas generator system, the additional liquid hydro- 
gen storage capacity, the required ducting to permit closely coupled 
reactor-turbopump operation, and the necessary building to house 
the drive and control equipment. 

The final item is for propulsion development facilities. As previ- 
ously stated in this report, the names “Vega” and “Centaur” have 
been given to two proposed space flight vehicles using the Atlas 
missile as a first-stage booster and incorporating new upper stages. 
Development and flight readiness firings of the new Vega and Centaur 
second stages will require construction of two captive testing stands, 
one for each program, in order to meet program schedules. Funding 
for the stands is required early in fiscal vear 1960. 

An extensive survey of existing test stands which might be modified 
for these programs and possible sites for new stands is nearing com- 
pletion. To be acceptable, locations must meet satisfactory ‘stand- 
ards of availability, safety, and operating efficiency. Beyond these 
basic requirements the principal } yardstick will be minimum total cost 
of constructing, equipping, and operating the stands. Based on these 
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criteria the most promising solution which has been studied so far is 
the erection of two new stands at Sycamore Canyon, a Government- 
owned Atlas test location sufficiently isolated from a hazard stand- 
point. 


PROVISIONS OF THE Britt Wuicu PERMIT VARIATIONS 


The bill permits the Administrator of the National Aeronautics 
and Space Administration to vary upward 5 percent the authorizations 
prescribed in subparagraphs (A) through (G) of subsection (a)(3), 
provided that the total cost of all work authorized by such subpara- 
graphs does not exceed the total authorized in the subsection. It has 
become more or less standard practice to give the executive depart- 
ments and agencies permission to vary authorizations granted by 
Congress, so long as the total authorization is not exceeded. The 
departments, in presenting justifications to Congress, can only esti- 
mate project costs, based on the best information available at the time 
the justification is made. Authorizations of this type all involve 
multiple contracts. In many cases the bids, when received, are 
lower than anticipated, and often times, they are higher. This provi- 
sion merely gives flexibility to NASA to vary upward 5 percent to 
meet unusual cost variations. However, the total authorization in 
subsection (a)(3) may not be exceeded. 

Section (3) of the bill also provides that any amount, not to exceed 
$5 million of the funds appropriated for construction and equipment, 
may be used to construct, expand, or modify laboratories and other 
installations, if found by the Administrator to be necessary because 
of changes in the national program of aeronautical and space activities, 
or new scientific or engineering developments, and provided that the 
Administrator determines that deferral until the next authorization 
act would be inconsistent with the interests of the Nation in aero- 
nautical and space activities. This provision of the bill also provides 
that should the Administrator make this determination, he must notify 
the Committee on Science and Astronautics of the House of Repre- 
sentatives and the Committee on Aeronautical and Space Sciences of 
the Senate, of his intention to do so. ‘The bill also provides that no 
funds authorized by this provision of the bill may be used if a like 
authorization had been previously denied by the Congress. 

Again, there is precedence for this type of provision in existing law 
and in legislation pending before the Congress. It is considered to 
be necessary so that if a scientific breakthrough or an emergency 
should occur, the Administrator can take steps to exploit the break- 
through or protect the government in the case of an emergency. 
If such unforeseen circumstances should occur when Congress was 
not in session, and without this authority, the Administrator would 
be helpless to meet the emergency until Congress again reconvened. 


ComMITTEE ACTION AND RECOMMENDATIONS 


H.R. 7007 is a clean bill and supersedes H.R. 6512, which bill the 
committee considered. 

The committee made two substantive changes. First, H.R. 6512, 
as recommended by the National Aeronautics and Space Admin- 
istration, provided for the sum of $57,500,000 for construction and 
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equipment. The committee reduced this amount and in H.R. 7007 
the sum of $53,050,000 is authorized for construction and equipment. 
The deletion of $4,750,000 was made from the item, “various loca- 
tions” in sub aragraph (G) of subsection (a)(3). This provision of 
the bill provided, in part, for propulsion development facilities. One 
of these facilities was to have been a new central facility to permit an 
accelerated research and exploratory development effort in the devel- 
opment of rocket engines that use high energy liquid propellants. It 
is recognized that many of the high energy propellants, for instance, 
fluorine, are extremely toxic, corrosive and reactive. Consequently, 
current research facilities are severely restricted in the testing of these 
propellants because of their proximity to urban areas. ‘Testimony 
before the committee showed that a specialized facility, located in an 
isolated area, is required. The funds deleted by the committee would 
have provided such a facility. 

Representatives of NASA testified that this project would be 
located on Government-owned land and that no acquisition of any 
land would be required. However, it was admitted that although the 
sum of $4,750,000 was being requested, no site for the facility had been 
selected. The committee was at a loss to reconcile budgetary figures 
submitted to Congress for such items as roads and fencing, site prep- 
arations, and a water system when representatives of NASA could not 
sav where the site was to be located. 

The committee recognizes that this type of facility is necessary 
for the testing of high energy propellants. It is further recognized 
that such testing at present locations such as the Lewis Research 
Center and the Jet Propulsion Laboratory would be dangerous to the 
urban population nearby. Even so, the committee did not believe 
itself justified in authorizing funds for the preparation of a site, for 
roads and fencing, for a water system and for other items for a site 
still unknown. Once NASA has arrived at a decision as to the loca- 
tion of the site for this facility, the committee will entertain legislation 
for the authorization of funds for construction on the site. Further- 
more, the committee believes that the provisions of section 3 of the 
bill could be implemented and the funds therein authorized could be 
used by the Administrator after making a determination that a 
deferral of such site development would be inconsistent with the 
interests of the Nation in aeronautical and space activities, and 
providing he complied with the other provisions of the section. 
However, the committee has been assured that no acquisition of land 
for this facility will be necessary, and as a consequence, does not 
believe that the provisions of section 3 would be applicable to the 
acquisition of land for such a facility. 

Inasmuch as NASA had not selected the site before requesting 
authorization, the committee inserted new language in the clean bill 
which requires the Administrator to notify the House Committee on 
Science and Astronautics and the Senate Committee on Aeronautical 
and Space Sciences of the site selection before any such facility is 
established. It is believed that the committees of Congress should 
monitor this program and as a consequence be kept fully advised of 
the future selection of the site. 

The committee, in H.R. 7007, added a new section 4, not contained 
in H.R. 6512, to the effect that until July 30, 1965, the National Aero- 
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nautics and Space Administration could not receive appropriations 
unless previously authorized by legislation enacted by the Congress. 

Present law requires the National Aeronautics and Space Adminis- 
tration to obtain authorization before being entitled to appropriations. 
It is recognized that NASA, in this respect, is somewhat unique as 
compared with other Government departments. At the same time, 
the committee believes that this requirement should be extended for 
an additional 5 years. 

The exploration and development of outer space is a new science. 
The National Aeronautics and Space Administration is a new Gov- 
ernment agency. ‘The committee believes that an authorizing com- 
mittee should review its budgetary requests for the next 5 years, so 
that such requests could be given added attention. 

A quorum being present, the committee unanimously reported the 
bill and recommends its enactment. 


Cost anv BupGcet Data 


The bill will authorize appropriations for fiscal year 1960 in the 
amount of $480,550,000. 


DeEPpARTMENT RECOMMENDATIONS 


This is Department legislation approved by the Bureau of the 
Budget as is indicated by the following letter: 


NATIONAL AERONAUTICS AND SPACE ADMINISTRATION, 
Washington, D.C., April 15, 1959. 


Hon. Sam RaysBurn, 
The Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: The National Aeronautics and Space Admin- 
istration respectfully submits for your consideration a draft of proposed 
bill to authorize appropriations to the National Aeronautics and Space 
Administration for salaries and expenses, research and development, 
construction and equipment, and for other purposes. 

The purpose of the proposed legislation is to provide legislative 
authorization for the NASA’s 1960 regular appropriations as approved 
by the Bureau of the Budget. 

The NASA has been authorized by the Bureau of the Budget to 
submit this proposed legislation to the Congress. It is respectfully 
requested that it be introduced in the 86th Congress. 

Sincerely, 
T. Keira Guennan, Administrator. 





GLOSSARY OF SPACE TERMS 
As used in the bill and the committee report 


Ablation: The wearing away of surface material due to the action of 
a fluid moving past it at high speed and/or high temperature. 

Acceleration: The rate of increase of velocity. 

Airglow: A glow or light of the upper atmosphere. At night the air- 
glow amounts to approximately five times the amount of starlight 
received on Earth. 

Analog computer: An electronic calculating machine in which quanti- 
ties and relationships are represented by continuously variable 
physical quantities such that approximate solutions can be obtained 
readily. (At present, the analog computing system is the principal 
device used for simulation of dynamic problems in the study of the 
control loop and system performance associated with a missile’s 
ability to respond to received signals.) In an analog computer, 
quantities are represented without explicit use of language. 

Aphelion: The point at which a planet or other celestial object is 
farthest from the Sun in its orbit about the Sun. 

Apogee: The point or position at which a Moon or an artificial satellite 
in its orbit is farthest from its primary. 

Artificial satellite: A manmade object placed in orbit. 

Astrionics: Electronics as applied especially to astronautics. 

Astronautics: The science and technology of space flight. 

Astrophysics: The study of the physical and chemical nature of 
celestial bodies and their environs. 

Atmosphere: The body of air surrounding the Earth; also, the body 
~ _s surrounding or comprising any planet or other celestial 

ody. 

Aurora: The phenomenon of upper atmosphere in middle and higher 
latitudes caused by an electrical discharge in the ionized air and 
exhibiting spectrum lines of the rarer atmospheric gases. 

Bipropellant: A rocket propellant consisting of two unmixed or un- 
combined chemicals (fuel and oxidant) fed to the combustion 
chamber separately. 

Booster: A propulsion unit used in initial stage of flight. 

Brennschluss: [German, ‘‘combustion termination.”| The cessation 
of burning in a rocket, resulting from consumption of the propellants, 
from deliberate shutoff, or from other cause; the time at which this 
cessation occurs. 

Burnout: Same as brennschluss. 

— mechanics: The study of motion in space, natural or man- 
made. 

Centrifugal force: The apparent force tending to carry an object away 
from a center of rotation. 

Circular velocity: The speed required to maintain a body in circular 
orbit. 
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Cislunar: Space between the Earth and Moon. 

Cluster: A grouping together of solid or liquid rocket engines to 
provide a launching carriage or boosting assembly. 

Control system: (1) A coordinated group of components designed to 
exert a directing influence on other components. (2) The system 
for properly maneuvering a missile in response to guidance intelli- 
gence; these usually inc lude an autopilot, servos and control surfaces 
or jets. (3) A group of control consoles, housed in the blockhouse, 
that monitor and launch the missile utilizing radio and electronic 
control devices. 

Cosmic ray: A highly penetrating radiation apparently reaching the 
Earth from all directions from outer space. The atmosphere 
absorbs a measurable portion of the rays, but traces of their effect 
exist at depths of many feet below water or below the ground. 

Cosmological sciences: Those sciences which treat of the character of 
the universe as an orderly system. 

Data analysis: The logical, statistical, and mathematical processes 
applied to the primary data to yield conclusions about the function- 
ing of a system, such as a guided missile. 

Data reduction: The process of translating recorded information into 
meaningful form, i.e., into curves or tables showing variations of 
physical performance quantities occurring during the flight of a 
missile. 

Deceleration: Negative acceleration (slowing down). 

Decibel (DB): A unit for expressing the magnitude of a change in 
sound or electrical power level. 

Digital computer: A computer in which information, numerical or 
otherwise, is represented by means of combinations of characters 
in such a way that the number of distinguishable combinations is 
much greater than the number of distinguishable characters. 
“ecentricity: The degree of deviation from a circular orbit. 

Ecliptic: ‘Phe plane of Earth’s orbit around Sun. 

Escape velocity: The velocity which if attained by an object will 
permit it to overcome the gravitational pull of the Earth or other 
astronomical body and to move into space. The escape velocity 
from Earth’s gravity field is approximately 7 miles per second. 

Fission: The release of nuclear energy through splitting of atoms. 

Fluid mechanics: The study of the motion and forces acting upon 
fluids in motion and in equilibrium and including the forces exerted 
by such fluids on solids immersed in them. Hydrodynamics and 
aerodynamics are branches of fluid mechanics 

Fluorine: A gaseous element. A possible oxidizing agent for rocket 
fuels. 

Flutter: An oscillation of definite period set up in any part of an aero- 
dynamically active component by a momentary disturbance and 
maintained in a steady airstream by a combination of the aerody- 
namic, inertial and elastic characteristics of the member itself. 

Free fall: The motion of any unpowered body traveling in a gravita- 
tional field. 

Fusion: The release of nuclear energy through uniting of atoms. 

Gamma ray: A quantum of electromagnetic radiation emitted by a 
nucleus as a result of a transition between two energy levels of the 
nucleus, 
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Gantry scaffold: A massive scaffolding structure mounted on a bridge 
or platform supported by a pair of towers or trestles that run back 
and forth on parallel tracks, used to service a large rocket as it rests 
on its launching pad. 

Guidance: The processes of intelligence gathering and maneuvering 
required by a missile, probe or spaceship to reach a specified desti- 
nation, with special connotation on the flight path and on the infor- 
mation for determining the proper course whether computed 
externally or within the missile itself. 

Guidance system: Systems designed to create the desired guidance. 

In-pile loop: A device designed to test and develop new sources of 
atomic fuel. 

Interface: The boundary between two media, especially as transited 
by a propagated wave 

Interferometer: An apparatus used to produce and show interference 
between two or more wave trains from the same area, and also to 
compare wavelengths with observable displacements of reflectors, 
or other parts, by means of interference fringes. An interferometer 
is frequently used to obtain quantitative information on flow around 
bodies in wind tunnels. 

Interplanetary: Between planets. 

Interstellar: Between stars. 

Ion: An atom that has lost or acquired one or more electrons. 

Ionosphere: A layer or region of the atmosphere characterized by 
ionized gases. 

Ion propulsion: A means of obtaining propulsion for spaceships by 
expelling ions and electrons from a combustion chamber. 

Jet velocity: The velocity of a jet stream, usually measured with 
respect to surrounding air. 

Light-year: The distance light travels in 1 year at 186,300 miles per 
second. 

Liquid propellant: A rocket propellant in liquid form. 

Tunar: Of or pertaining to the moon. 

Mach number: The ratio of the speed of a traveling body to the speed 
of sound in the medium traversed. The speed of sound varies 
from about 750 miles per hour at sea level to around 650 miles per 
hour at very high altitudes, varying somewhat with air temperature. 

Mass: The quantity of matter in an object. 

Mass ratio: The ratio of a rocket’s mass at launch to ‘its mass at 
burnout. 

Megawatt: Mega: Great or million. Watt: A unit of power, the rate 
of energy consumption or conversion when one joule of energy is 
consumed or converted per second. 

Micrometeorite: A meteorite so small (usually below 100 microns) that 
it does not give a visible track of burning in the atmosphere. 

Monopropellant: A rocket propellant consisting of a single substance, 
especially a liquid containing both fuel and oxidant, either combined 
or mixed together. 

Nozzle: A duct, tube, pipe, spout, or the like through which a fluid 4s 
directed and from the open end of which the fluid is discharged, 
designed to meter the fluid or to produce a desired direction and 
type of discharge. For example, a jet nozzle for a jet engine or 
rocket, i.e., its thrust-producing constriction. 
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Orbit: Path of a body relative to its primary. 

Orbital velocity: The speed of body following a closed or open orbit, 
most commonly applied to elliptical or near-circular orbits. 

Parameter: An arbitrary constant, as distinguished from a fixed or 
absolute constant. -Any desired numerical value may be given to a 

‘ parameter. A quantity to which the operator may assign arbitrary 

‘values, as distinguished from a variable which can assume only 
~ values that the form of the function makes possible. 

Payload: Useful cargo. 

Perigee: The point at which a moon or an artificial satellite in its orbit 
is closest to its primary. 

Perihelion: The point in an elliptical orbit around the sun which is 

‘ nearest the sun. 

Perturbation: The effect of the gravitational attraction of one body on 
the orbit of another. 

Plasma: A partially ionized jet, a mixture of gas and electrical charged 
particles: (e.g., ions, electrons) at high temperatures. These con- 
ditions obtain, in varying degree, in rocket thermodynamics and 
hypersoni¢ aerodynamics. 

Plasma jet: A reaction propulsion scheme based upon the ejection of 
ultra-hot ionized gases, through nozzles, by using pinch effect to 
avoid the destructive action of hot gases on the nozzle. 

Primary: Thé body around which a satellite orbits. 

Probe: An unmanned projectile sent into space to gather information, 

Propellant: A liquid or solid substance burned in a rocket for the 
purpose of developing thrust. 

Recovery: A generic term given to the means whereby a missile or 
valuable pert thereof can be recovered for analytical study and/or 
reuse. 

Recovery system: Any system designed to accomplish recovery. 

Reentry: The return of a missile into the Earth’s atmosphere. At 
high speeds the’ principal reentry problem arises from frictional 
heating. Another reentry problem arises from ionization in the 
shock wave region. 

Retrorocket: A:rocket fitted on or in a vehicle that discharges counter 
to the direction of flight, used to retard forward motion. 

Revolution: Orbital motion around a primary. 

Reynolds number; In aerodynamics, a nondimensional coefficient used 
as a measure of the dynamic flow. 

Rocket: (1) A missile or pyrotechnic device propelled by hot gases 
ejected rearward by a motor; also an air vehicle that utilizes this 
kind of propulsive force. (2) An engine or motor that moves 
forward by ejecting a stream-of hot gases to the rear, and which, 
carrying its own oxidizer, is independent of the atmosphere in its 
operation. 

Roiation: Rotary motion on an axis. 

Rover program: An atomic rocket project presently under develop- 
nent. . .. 

‘Satellite: A body moving around a primary. 

Satelloid: An artificial body or vehicle like an artificial satellite 
except that it is under engine thrust (intermittent or continuous) 
in its orbit. 

Solenoid: A coil which may consist of one or more layers of windings. 
It is the basis of all forms of the electromagnet and is thus part of 
the working mechanism of many electrically operated devices. 





AUTHORIZING APPROPRIATIONS TO NASA Al 


Solid propellant: A rocket fuel in solid form. A propellant which is in 
solid. state before combustion begins. 

Solid state electronic devices: Devices utilizing the principle of electronic 

idance through solids. 

Solid state physics: That branch of physics which deals with the struc- 
ture and properties of solids. It may be divided into anatomy of 
solids, i.e., crystallography, theory of the structure of metals, alloys, 
ionic eee etc.; cohesive forces, band structure, etc.; the physi- 
ology of solids, i.e., specific heats, thermal vibrations, thermal and 
electrical conductivity, etc. 

Sounding rocket: A meteorological rocket used to gather atmospheric 
data at various altitudes. This rocket does not orbit the Earth or 
escape from it but simply rises to the required height and falls back. 

Space: That part of universe between celestial bodies. 

Specific impulse: The thrust produced by a jet-reaction engine per 
unit weight of propellant burned per unit time, or per mass of 
working fluid passing through the engine in unit time. 

Storable propellants: Liquid missile propellants which can be contained 
at standard temperature and pressure for prolonged periods without 
spoilage, evaporation or danger. 

Telemetering: The technique of recording space data by radioing an 
—— reading from a rocket to a recording machine on the 

round. 

Terminal guidance: The guidance applied to a missile between the 
termination of the midcourse guidance and impact with or detona- 
tion in close proximity to the target. 

Terrestrial: Of or pertaining to the Earth. 

Throat: The smallest diameter of a duct. It is the constricted part 
of the rocket motor, at which the Mach number is unity and the 
heating is most severe. 

os he amount of “push” developed by a rocket; measured in 
pounds. 

Trajectory: The path described by a space vehicle. 

Transfer ellipse: In satellite launching, an intermediate coasting tra- 
jectory (segment of 9n ellipse), designed to bring the vehicle into 
the proper position for the injection stage firing. (2) In astro- 
nautics, a flight path used to bring a space craft from one circular 
orbit to another. The computation of the transfer ellipse is generally 
— at obtaining the one requiring a minimum of energy (i.e. 
fuel). 

Translunar: Beyond the Moon. 

Upper stage bvoster: 

Stage: In a missile consisting of several sections which are 
progressively jettisoned or staged during the flight, the inde- 
pendent sections, when containing a powerplant, are termed 
stages. f 

Booster: In the launching system, an auxiliary propulsion 
system which travels with the missile and which may or may 
not separate from the missile when its impulse Be been 
delivered. 

Vector: (1) A quantity possessing magnitude, direction and sense. 
(2) To position an interceptor with a to its target through 
commands issued from a separate control station. 





42 AUTHORIZING APPROPRIATIONS TO NASA 


Weightlessness: Lack of resistance to the influence of gravity. 

Zero gravity: A condition existent when the centripetal gravitational 
attraction of the earth or other spatial body is nullified by inertial 
(centrifugal) forces. 

Zero power reactor: An atomic reactor delivering only a fraction of a 
watt of power but developing sufficient atomic reaction to 
permit study and collection of basic information relative to nuclear 
physics. 

O 





Ist Session 


86TH CONGRESS t HOUSE OF REPRESENTATIVES i REPORT 
No. 362 


OBSERVANCE OF LEGAL HOLIDAYS BY FEDERAL 
EMPLOYEES 


May 14, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Murray, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany H.R. 5752] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H.R. 5752) to provide for absence from duty by 
civilian officers and employees of the Government on certain days, 
and for other purposes, having considered the same, report favorably 
thereon with amendments and recommend that the bill as amended 
do pass. 

AMENDMENTS 


The amendments are as follows: 
(1) Page 2, strike out lines 3 to 8, inclusive, and insert in lieu 
thereof the following: 


(1) If any such day shall occur on a Saturday, the day 
immediately preceding such Saturday shall be held and con- 
sidered to be a legal public holiday, in lieu of such day 
which so occurs on such Saturday, (A) for such officers and 
employees whose basic workweek is Monday through Fri- 
day, and (B) for the purposes of section 205(d) of the Annual 
and Sick Leave Act of 1951 (65 Stat. 681) as amended 
(5 U.S.C. 2064(d)). 


(2) Page 2, line 14, strike out “day” and insert in lieu thereof 
“workdav’”’. 

(3) Page 2, line 19, strike out ‘This Act’ and insert in lieu thereof 
“The first section of this Act, except clause (B) of paragraph (1) of 
such section,’’. 

(4) Page 2, immediately following line 20, insert the following new 
section: 


Src. 3. The preceding sections of this Act shall take effect 
on July 1, 1959. 
34006 
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Purpose or AMENDMENTS 





(1) The purpose of the first amendment is to preserve for rural letter 
carriers certain benefits provided by the act of April 30, 1947 (Public 
Law 44, 80th Cong.), as reenacted and modified by section 205(d) 
of the Annual and Sick Leave Act of 1951, as amended (5 U.S.C. 
2064(d)). Under existing law, a rural carrier who is absent on annual 
leave or sick leave for at least 5 successive days (or 4 days if a holiday 
occurs on any day other than Saturday or Sunday) is not charged 
with a day of leave for any holiday which falls within such period of 
leave. This provision places the leave rights of rural carriers, who 
work a 6-day week, on a basis substantially equal to the leave rights 
of Federal employees whose workweek comprises only 5 days—gen- 
erally Monday through Friday. Thus, when a legal holiday falls on 
Monday, Tuesday, Wednesday, Thursday, or Friday, a rural carrier 
who is on leave for all 5 of those days is charged with only 4 days of 
leave used. This is precisely the leave charge which would be made 
to any employee who has a Monday-through-Friday workweek and 
is on leave for the same 5 days. 

H.R. 5752, as introduced, omitted language which is necessary to 
continue the policy first adopted in Public Law 44 of the 80th Con- 
gress. The first amendment corrects such omission by supplying the 
necessary language in clause (B) of paragraph (1) of the first section 
of the bill, as shown in italic type on page 2 of the reported bill. 

(2) The second amendment is a technical amendment, recom- 
mended by the Acting Comptroller General of the United States, to 
clarify the intention that employees will be excused from duty on one 
of their regular workdays to observe any legal holiday which shall fall 
on a Saturday or on an employee’s day off in lieu of Saturday. 

(3) The third amendment is a technical amendment which is 
necessary to conform section 2 of the introduced bill with the policy 
effected by the first amendment, as explained above. 

(4) The fourth amendment makes the first section and section 2 of 
this legislation effective on July 1, 1959. One effect of the amendment 
is to reduce the immediate cost of the legislation since, with this 
amendment, the legislation will not operate to excuse employees from 
duty on the day immediately preceding Memorial Day (May 30, 
1959), when a legal holiday next will fall on Saturday. The first 
section will be effective, however, for all holidays which shall fall on 
Saturdays (or nonworkdays in lieu of Saturdays) on and after July 1, 
1959—including Independence Day, July 4, 1959, which is the first 
such holiday to be affected by the legislation. 


































Purpose or H.R. 5752 


The purpose of this legislation is to correct inequities in the existing 
law and regulations which deprive certain Federal employees of the 
right to be excused from duty on a workday for each of the eight 
legal holidays provided by law for Federal employees, while many of 
their fellow workers are afforded such opportunity for each of the 
eight legal holidays every year. The reported bill will insure equal 
treatment for all Federal employees in respect to the observance of 
the usual eight legal holidays in every year, regardless of the day of 
the week on which any such holiday may fall. 
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STATEMENT 


This legislation does not establish any new or additional legal 
holidays. It does not give any Federal employee any right, privilege, 
or benefit not clearly intended under existing law. It will cause no 
interference or delay in the operations or services of any Government 
department or agency. The bill merely closes a gap in the law which 
has continued largely due to oversight and has been brought to special 
attention because, under existing law, hundreds of thousands of Fe¢eral 
employees will receive only 6 days off to observe legal holidays in.1959 
instead of the eight legal holidays which they have a right to expect and 
which many other Federal workers will receive because of variations in 
their workweeks. Similar loss of holiday time off will recur in later 
years from time to time, by reason of the calendar days on which certain 
holidays happen to fall in such years. In short, the loss of holidays 
may be said to be due to accident of the calendar which was not taken 
into consideration when the Congress laid down the policy of eight 
legal holidays each year for Federal employees. 

Provision is made by existing law for Federal employees to be 
excused from duty on a workday for each of eight designated legal 
holidays. These holidays are New Year’s Day (January 1), Washing- 
ton’s Birthday (February 22), Memorial Day (May 30), Independence 
Day (July 4), Labor Day (first Monday in September), Veterans Day: 
(November 11), Thanksgiving Day (last Thursday in November), 
and Christmas Day (December 25). Since Labor Day and Thanks- 
giving Day are on specified weekdays they are not here involved, 
whereas any of the other six holidays may, and at times do, occur 
on Saturday. 

It has been the almost universal impression that under present 
holiday laws each and every Federal employee receives eight legal 
holidays every year. In other words, it has become a Sener 
accepted understanding that such employees are excused from duty 
on eight special days each year, to observe or commemorate historie’ 
or religious occasions, apart and aside from those days in each week’ 
on which they are not scheduled to perform duties. Stated differ- 
ently, an employee having an annual salary rate is paid for 260 
days of work each year, excluding Saturdays and Sundays, but the 
260 days for which he is paid include his annual and sick leave and 
the eight legal holidays. 

Contrary to the general impression, however, many Federal em- 
ploy ees are deprived of the benefit of the full number of eight annual 

gal holidays in any year during which one or more of the holidays 
fall on Saturday. ‘This will occur twice in the calendar year 1959, 
when Memorial Day and Independence Day fall on Saturdays. 

A schedule showing the incidence of holidays on each day of the 
week appears at page 10 of this report. 

Executive Order 10358, dated June 9, 1952, prescribes general 
regulations for the observance of holidays by Government depart- 
ments and agencies. Sections 3, 4, and 5 of the Executive order, 
which are especially pertinent to this législation, are as follows: 


Src. 3. Whenever a holiday falls on a Sunday, Federal 
offices and establishments shall be closed to public business 
on the following Monday. 
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Sec. 4. (a) Any employee whose basic workweek does not 
include Sunday and who would ordinarily be excused from 
work on a holiday falling within his basic workweek shall be 
excused from work on the next workday of his basic workweek 
whenever a holiday falls on Sunday. 

(b) Any employee whose basic workweek includes Sunday 
and who would ordinarily be excused from work on a holiday 
falling within his basic workweek shall be excused from work 
on the next workday of his basic workweek whenever a holi- 
day falls on a day that has been administratively scheduled 
as his regular weekly nonworkday in lieu of Sunday. 

Sec. 5. Any employee who would ordinarily be excused 
from work on a holiday falling within his basic workweek 
shall be excused from work on the next workday of his basic 
workweek whenever the first Monday of September or the 
fourth Thursday of November, or any other holiday which 
always occurs on a specific day of the calendar week (other 
than Sunday), falls on a day outside the employee’s regular 
basic workweek. 


It is to be noted that the quoted excerpts from the Executive order 
provide rather comprehensive and detailed instructions for the pur- 
pose of insuring fair and equitable treatment, in respect to days off 
to observe holidays, for Federal employees by groupings related to the 
types of workweeks involved. Also, the order establishes the policy 
of excusing employees from duty on a workday (usually Monday) 
whenever a legal holiday falls on Sunday. This Sunday policy is 
further extended by the order so as to authorize a workday off for 
any employee whose scheduled workweek includes Sunday and who, 
therefore, is considered as having his Sunday on some other day of 
the week. For example, with respect to an employee whose regular 
workweek is Thursday through Monday it is administratively deter- 
mined that Tuesday and Wednesday (nonworkday in his regular 
schedule) shall be considered as the employee’s Saturday and Sunday 
and, should a legal holiday fall on such a Wednesday (representing 
the employee’s Sunday) he is excused from duty on his next regular 
workday, os Thursday. 

No such provision is made in the Executive order for excusing such 
an employee from duty on a workday if a legal holiday falls on the 
day administratively recognized as his Saturday (that is, the Tues- 
day nonworkday in the example set forth in the immediately preced- 
ing paragraph). Similarly, under the order, employees whose regular 
workweeks are Monday through Friday are not excused from duty on 
a regular workday when a holiday falls on Saturday. 

A major premise of the adverse report submitted by the U.S. Civil 
Service Commission is that the practice of granting a workday off when 
a holiday falls on Sunday— 


is based, at least in part, on the common feeling that Sunday, 
a day of religious devotion, is not a suitable day for public 
celebration of holidays. 


This argument falls short of its mark, particularly in the light of pres- 
ent regulations which grant workdays off when a legal holiday falls 
on a day other than a Sunday—as evidenced by the example cited 
above wherein, by administrative determination, a Wednesday is 
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treated as an employee’s Sunday and he is excused from duty the 
following day when a legal holiday falls on such Wednesday. 

Under existing law, relatively large groups of Federal employees— 
such as rural mail carriers, firemen, and others working a 6-day week 
including Saturday—actually do receive a day off for each legal holi- 
day. However, the majority of Federal employees, who are operating 
on a 5-day, 40-hour week, are not given a day off from work when a 
holiday occurs on Saturday since Saturdays are nonworkdays in their 
regular schedule. Nor is there any provision of law for such employees 
to be granted any workday off when a holiday falls on Saturday. 
This places these employees at a disadvantage, in relation to the group 
of employees whose regular tours of duty include Saturdays, with 
respect to being excused from duty for each of the customary eight 
annual legal holidays. 

This legislation is recommended by the committee with full recogni- 
tion that certain essential Government services must be provided for 
the workdays on which employees will be excused to observe legal 
holidays. Service to business and the public by the postal establish- 
ment, for instance, must be maintained, not only as a matter of public 
convenience and necessity but, also, to prevent the disruption of 
orderly and expeditious movement of the mails and the overloading 
of storage facilities which would result were post offices and other 
facilities to be closed down on such days. These and similar necessary 
Government functions will not be interrupted as a result of this legisla- 
tion. Management, of course, will take all possible measures to pro- 
vide adequate service at a minimum cost through appropriate assign- 
ment of employees, the granting of compensatory time off where 
suitable, and careful planning of work schedules. 






























Cost 










Representatives of the administration testified before the committee 
that additional costs in the estimated amount of $6 million will be 
incurred by the Government for each legal holiday which falls on 
Saturday after enactment of this legislation. Witnesses for postal 
and other Federal employee organizations testified that the cost would 
be considerably less than $6 million, through the exercise of reasonable 
care and prudence by management in the assignment of employees 
and the scheduling of work required to maintain essential services 
for the days on which employees will be excused from duty to observe 
holidays under this legislation. 













ADMINISTRATIVE Reports: SCHEDULE OF LEGAL Ho.tipays AFFECTED 










The reports of the Bureau of the Budget, the Post Office Depart- 
ment, and the Civil Service Commission opposing this legislation were 
directed to the introduced bill which would have become effective 
immediately upon enactment and, therefore, provided for excusing 
employees from duty on the day preceding Memorial Day, May 30, 
1959. The necessity for requests by a number of departments and 
agencies for supplemental appropriations to cover the additional cost 
for this day undoubtedly represented a strong factor influencing the 
administrative opposition. The reported bill, which will take effect 
on July 1, 1959, will not provide for workdays off for employees to 
observe Memorial Day this year and thus removes one of the major 
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administrative objections to this legislation. The report of the Acting 
Comptroller General of the United States made no recommendation 
on the merits of this legislation but suggested a clarifying amendment, 
which is contained in the reported bill. 

The administrative report and a schedule showing the days of the 
a on which legal holidays will fall during the period 1960 to 1999 
follow: 


Executive Orrick OF THE PRESIDENT, 
BuREAU OF THE BupGeET, 
Washington, D.C., April 14, 1959. 
Hon. Tom Murray, 
Chairman, Post Office and Civil Service Committee, 
House of Representatives, Washington, D.C. 

My Dear Mr. CuarrMan: Reference is made to your recent re- 
quests for the views of the Bureau of the Budget with respect to 
H.R. 535, H.R. 4455, H.R. 4577, H.R. 5752, H.R. 5756 and H.R. 
5899, all bills relating to the observance of holidays occuring on 
Saturday. 

These bills provide generally that Federal employees whose basic 
workweek is Monday through Friday shall, whenever a holiday falls 
on Saturday, be granted a workday, usually the preceding Friday, 
as a holiday for the purpose of laws relating to pay and leave. Com- 
parable treatment is provided by H.R. 535, H.R. 5752, and H.R. 
5756 for employees whose basic workweek is other than Monday 
through Friday. The bills have the general objective of providing 
holiday benefits for each Federal holiday regardless of the calendar 
day on which it occurs. In 1959 both May 30 and July 4 fall on 
Saturday, and the effect of the bills would be to provide two additional 
holidays. 

In advance reports being submitted to your committee, the Civil 
Service Commission advises that current Federal leave policy is 
sufficiently liberal, and that this further liberalization is not required; 
and the Post Office Department advises that practical problems of 
administration of the postal service would be created, and estimates 
that each Saturday holiday would result in about $4 million in addi- 
tional expenditures for it. 

In light of these reports, the Bureau of the Budget opposes enact- 
ment of any of these bills. 

Sincerely yours, 
Puiturp S. Huaues, 
Assistant Director for Legislative Reference. 


OFFICE OF THE PosTMAsTER GENERAL, 
Washington, D.C., April 8, 1959. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D.C. 

Dear Mr. CuHarrmMan: Reference is made to your requests for 
reports on H.R. 5752 and H.R. 5756, identical bills to provide for 
absence from duty by civilian officers and employees of the Govern- 
ment on certain days, and for other purposes. 

The purpose is the enactment of legislation, affecting all Federal 
offices and establishments, to insure that Federal employees shall 
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receive the benefit of all legal holidays to the same extent as though 
the holiday fell on a regularly scheduled workday. This purpose 
would be accomplished as follows: 

“(1) If any such day [holiday] shall occur on a Saturday, the day 
immediately preceding such Saturday shall be held and considered to 
be a legal public holiday for such officers and employees whose basic 
workweek is Monday through Friday, in lieu of such day which so 
occurs on such Saturday. 

“(2) If any such day [holiday] shall occur on a regular weekly non- 
workday of any officer or employee whose basic workweek is other 
than Monday through Friday (except the regular weekly nonworkday 
administratively scheduled for such officer or employee in lieu of 
Sunday) the day immediately preceding such regular weekly nonwork- 
day shall be held and considered to be a legal public holiday for such 
officer or employee in lieu of such day which so occurs on such regular 
weekly nonworkday.” 

Section 2 provides that ‘“This Act shall not apply to any officer or 
employee whose basic workweek is Monday through Saturday.” 

This Department is opposed to this legislation for the following 
reasons: 

The movement of the mails is a continuous process. The number 
of employees required for work in post offices could not be reduced 
on a Friday specified as a holiday under this bill because 

1. Numerous complaints would arise from users who would 
not observe the day as a holiday and who would expect the 
mails to move; 

2. Storage is inadequate in many cities to hold mail over the 
weekend; 

3. Backlogs built up could not be overcome on Saturday due 
to the observance of that day as a holiday by transportation 
facilities. 

Post offices would, therefore, require full complements of personnel 
comprised of regulars and substitutes to maintain normal weekday 
production on a Friday declared as a holiday under this bill. The 
total effect of the bill, therefore, is not to provide a holiday but add 
- the present salary structure an additional premium compensation 

ay. 

It is estimated that the employee replacement cost on each Friday 
preceding a holiday would be approximately $3,900,000. Accord- 
ingly, the estimated cost of the measure for the remainder of the 
fiscal year 1959 would be approximately $3,900,000 for Friday, May 
29, 1959. The estimated cost to the Department for the fiscal year 
1960 would be $3,900,000 for Friday, July 3, 1959. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to the committee. 

Sincerely yours, 


ArtTHuR E, SUMMERFIELD, 
Postmaster General. 
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U.S. Crvim Service Commission, 
Washington, D.C., April 9, 1959. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D.C. 

Dear Mr. Murray: This is in response to your letters of Febru- 
ary 20, 1959, March 19, 1959, and March 25, 1959, requesting our 
views and comments on H.R. 4455 and H.R. 4577, H.R. 5752 and 
H.R. 5756, and H.R. 5899. Our comments relate only to H.R. 5752 
(and to the identical bill H.R. 5756), to provide for absence from duty 
by civilian officers and employees of the Government on certain days, 
and for other purposes. We are not commenting on H.R. 4455, 
H.R. 4577, and H.R. 5899 which have the same general purpose as 
the bill discussed. 

H.R. 5752 provides that, for Federal employees having a Monday- 
through-Friday basic workweek, whenever a day declared to be a 
holiday by Federal statute or Executive order occurs on Saturday, 
the preceding Friday shall be treated as a holiday in lieu of the 
corresponding calendar day for the purpose of laws relating to pay 
and leave of absence of Federal employees. Equivalent benefits are 
provided for employees whose basic workweek is other than Monday 
through Friday. Because employees whose basic workweek is Mon- 
day through Saturday presently receive the benefit of holidays falling 
on Saturday, they are specifically excluded from coverage of the bill. 

The proposed legislation would have the effect of guaranteeing to 
all employees the benefits of all legal holidays regardless of the calendar 
day on which they occur. Both Memorial Day and Independence 
Day fall on Saturday this year. Therefore, its enactment would 
give Federal employees the benefits of two holidays they will other- 
wise not receive this year. 

Executive Order 10358, June 9, 1952 , prescribes g general regulations 
on holidays for Federal employees i in the executive branch. Among 
other things, it provides that when a holiday occurs on Sunday, 
Monday shall be treated as a holiday. This follows well-established 
practices of American business and industry. The practice is based, 
at least in part, on the common feeling that ‘Sunday, a day of re sligious 
devotion, is not a suitable day for “public celebration of holidays. 
The celebration of Sunday holidays, therefore, generally takes place 
on the following Monday. If business or Government activities did 
not close on such a Monday, their employees would be deprived of the 
opportunity of participating in or attending commemorative cere- 
monies or other valued holiday events. The same reasoning does not 
apply to holidays falling on Saturday. 

Furthermore, it seems to us that the legislation would not accom- 

lish its intended purpose on a general and uniform basis. In many 
Kinds of Federal positions, the regular workweek necessarily encom- 
passes Saturday. Hence the only effect of the bill would be to give 
such employees holiday pay, not a day off. In the post office, for 
example, and in many other service jobs this would surely add to cost. 
We believe that the Federal Government has a liberal leave policy, 
in the case of both sick and annual leave, and that the swing of the 
calendar does not, in equity, require this kind of offset. Accordingly, 
the Commission does not favor enactment of H.R. 5752. 
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We have been advised by the Bureau of the Budget that it has no 
objection to the submission of this report. 
By direction of the Commission. 

Sincerely yours, 






Rocer W. Jongs, Chairman. 










ComPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D.C., March 30, 1959. 





Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. CHarrman: Your letter of March 19, 1959, requests an 
expression of our views on H.R. 5752. 

The bill would require that when a holiday falls on a Saturday the 
day immediately preceding such day shall be held and considered to 
be a public holiday in lieu of such Saturday for officers and employees 
whose basic workweek is Monday through Friday. For employees 
whose workweek is other than Monday through Friday the bill would 
provide in effect that when a holiday falls on an employee’s day off 
in lieu of Saturday, the preceding day shall be held to be a legal 
holiday in lieu thereof. Moreover, no change would be made by the 
bill for employees whose basic w orkweek is Monday through Saturday. 

We have no comments to offer concerning the merits of the bill, 
the subject thereof being a matter of policy for determination of the 
Congress. However, we do note that the bill would confer a benefit 
similar to that conferred by Executive Order No. 10358, dated June 9, 
1952, when a holiday falls on Sunday or on a day designated as an 
employee’s day off in lieu of Sunday. 

We suggest that on page 2 of the bill, line 14, the word “workday” 
be substituted for the word “day.” T his would remove any doubt as 
to the holiday which the bill would establish for an employee with a 
basic workweek of Tuesday through Saturday when Monday is desig- 
nated as his Saturday and the normal holiday falls on such Monday. 

Our comments herein are similar to those made on H.R. 5756, an 
identical bill. 

Sincerely yours, 


























Frank H. We!tzeE1, 
Acting Comptroller General of the United States. 





10 OBSERVANCE OF LEGAL HOLIDAYS BY FEDERAL EMPLOYEES 
Days of the week on which holidays fall, 1960-99 


Tuesday | Wednesday}. Thursday 
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MINORITY VIEWS BY HON. AUGUST E. JOHANSEN 


I oppose H.R. 5752. 

An accurate title for this proposed legislation would be “‘A bill to 
charge the American taxpayers (or the national deficit) additional 
amounts in exchange for less service by Federal civilian officers and 
employees.” 

Aside from a basic aversion to such a program, I oppose this bill on 
three main counts: 

My opposition is directed, first of all, to the most obvious (and most 
publicized) provision making Friday a “paid holiday’ for Govern- 
ment workers whenever a legal public holiday falls on a calendar 
Saturday. 

Even more, I oppose the “fine print” portion of the bill which gives 
this measure far more extensive and expensive scope than first appears 
to the incautious eye. 

Finally, I oppose the bill because of the progeny I firmly believe it 
will inevitably produce in the form of even costlier and more un- 
reasonable legislative demands—not this year, naturally. 

I propose to deal with these three points in order. 

(1) Witnesses from the executive branch told the committee that 
transfer of employee holiday benefits to the preceding Friday when- 
ever a legal public holiday falls on a Saturday would cost the tax- 
payers $6 million for every such Saturday holiday. 

“ven those advocates of the bill who argued that this figure is high 
conceded that it would be wise not to have the law become effective 
with the May 30 Memorial Day holiday which falls on a Saturday this 
year. The reason, of course, is that May 30 falls within the 1959 
fiscal year and a supplemental appropriation would be necessary to 
pay the extra cost. The price tag would thus be awkwardly con- 
spicuous. 

Therefore the proposed bill becomes effective with the 1960 fiscal 
year starting July 1. This will be in time for the Fourth of July 
holiday—which also falls on Saturday this year—but would, of course, 
bury the added cost for the 1960 fiscal year and thereafter in regular 
eee bills. 

believe this $6 million cost estimate for each Saturday holiday is 
totally unrealistic. Presumably this figure covers only extra over- 
time payments which would result. It recognizes no extra cost— 
or loss—to the taxpayer for a day’s work lost by some 2 million 
Federal workers. At a $20 average per worker for such a lost day’s 
work the cost is $40 million per Saturday holiday. 

The House bill, furthermore, lacks the candor and forthrightness of 
the version introduced in the other body. The House bill completely 
ducks the issue of whether there is to be a general closing of Federal 
offices on a Friday which precedes a Saturday legal public holiday. 
Presumably it leaves this decision to executive department discretion. 
By contrast S. 909 specifically closes Federal offices and establish- 
ments to public business on such Fridays. 

11 
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I am sure that, whichever version is adopted, this will be the prac- 
tical result. Such closings would mean further inconvenience to the 
public; curtailed public service; interrupted governmental activities, 
including many immensely vital to the national defense; and, finally, 
either inefficiency and delay in disposing of department and agency 
workloads or additional personnel and payroll costs for doing the job. 
The problems on this score would be especially acute in the postal 
service. The effect would be to put the entire Government out of 
step with the business community. 

For all of which the taxpayer (or the national deficit) will face an 
added annual charge running into many millions of dollars. 

(2) Testimony before the committee that presently designated legal 
public holidays will fall on a calendar Saturday only 35 times in the 
next 40 years unwittingly—or cleverly—obscures the fact that this 
bill involves far more than such calendar Saturday holidays. 

This is the “fine print” feature of this legislation. It is contained 
in paragraph 2 of section 1. 

Because of this provision, effects of this bill will apply to every 
Federal civilian officer and employee in any instance in which the 
legal public holiday falls on that employee’s “regular weekly non- 
workday.”’ These effects, of course, include additional costs to the 
taxpayer (or the national deficit). 

Under this paragraph, an employee whose workweek is other than 
Monday through Friday (a reported 250,000 to 300,000 Federal em- 
ployees fall in this category) will either receive an extra day off with 
pay at the time, a later compensatory day off with pay, or double- 
time premium pay if required to work, whenever a legal public holiday 
falls on either of his regular days off. 

This involves not only extra cost but further administrative prob- 
lems of adjusting work schedules and extra days off. 

It is true that the precedent for this proposal was established by 
President Truman’s June 9, 1952, Executive order, with respect to 
a holiday falling ‘“‘on a day that has been administratively scheduled 
as his ‘regular’ weekly nonworkday in lieu of Sunday.”’ This measure 
would put the seal of legislative approval on this Executive order— 
and also expand this provision. 

The point is that this bill would establish by statute, for the first 
time, as an absolute, legal right, the employee’s entitlement to a 
day’s holiday benefits for each legal public holiday created by law 
or by Executive order, regardless of whether or not that holiday falls 
within an employee’s actual workweek. 

Congress should face the fact that this does represent something 
totally new. It is something new being legislatively added for Fed- 
eral employees who already enjoy liberal holiday, sick leave, and 
annual leave provisions, and who also enjoy a guaranteed annual wage. 

It is something new, as well, for the taxpayer—or the national deficit. 

(3) If this bill is enacted, will it be the end of the matter? I think 
not. And I have both the precedent and the argument already gain- 
ing respectability in union contracts negotiated in private industry 
and employment to support my warning as to the prospective 
legislative progeny of this instant bill. 
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The following statement appears in the “AFL-CIO Collective 
Bargaining Report” for March 1959, by way of summary of gains 
in holiday provisions of current union contracts in private industry: 


The rate of pay for work on a holiday has been increasing. 
The majority of paid-holiday provisions now provide for 
more than double-time pay for work on a holiday (that is, 
the combination of pay for the holiday plus pay for work 
on the holiday is more than double-time pay.) 

The increase in the rate of pay for holiday is due to the 
simple fact that double time is actually not penalty pay at 
all and does not provide adequate compensation for the 
inconvenience of having to work on a holiday. 

If a worker receives a day’s pay for a holiday if he does 
not work, and only 2 days’ pay if he does work, he is in effect 
getting only a day’s pay—straight-time pay—for coming in 
to work. 

To provide a genuine penalty or premium payment for 
work on holidays, the agreement must provide for time-and- 
one-half or double-time pay in addition to the day’s pay 
which would be received if the worker spent the holiday 
home, or a total payment of double time and a half or 
triple time. 


By the logic of this argument (to which the consent of private 
employers is already being won), and in view of the usually persua- 
sive claim that Government policies must not lag behind the enlight- 
ened personnel policies of private industry, how long will it be before 
triple time for holidays finds its way into law for Government 
employees if we take the step proposed in H.R. 5752? 

And will it end even there? Again I doubt it. And again I cite 
precedent already established. ; 

The same AFL-CIO report discloses that a paid holiday for workers 
on their birthdays has also “been gaining favor’ in prviate industry 
collective bargaining agreements. 

The question of what happens if and when a worker’s birthday falls 
on his “regular weekly nonworkday” hasn’t, to my knowledge, been 
broached yet. But progress in these matters takes time. 

I venture no guess as to the duration of the taxpayers’ patience so 
far as the extension of such policies to Government employees is con- 
cerned. 

But I do point out that Congress will not legislate on this present 
proposal in a vacuum. Certainly its decisions must inevitably con- 
stitute a pattern—indeed, a national policy—for State and local levels 
of government in these matters of ever more liberal fringe benefits. 

And, I fear, it will be a pattern for taxpayers at these levels as well. 

I urge my colleagues to most carefully consult their consciences in 
this matter from the standpoint of reasonableness, equity, prudence— 
and the survival capacity of those who, one way or another, must foot 


the bills. 
Aucust E. JOHANSEN. 
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Mr. Devaney, from the Committee on Rules, submitted the following 
REPORT 
(To accompany H. Res. 264 


The Committee on Rules, having had under consideration House 
Resolution 264, report the same to the House with the recommendation 
that the resolution do pass. 
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86TH CoNnGRESS t HOUSE OF REPRESENTATIVES { Report 
1st Session No. 364 


RENEGOTIATION ACT OF 1951 


May 14, 1959.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 


Mr. Mitzs, from the Committee on Ways and Means, submitted the 
following 


REPORT 
[To accompany H.R. 7086] 


The Committee on Ways and Means, to whom was referred the bill 


(H.R. 7086) to extend the Renegotiation Act of 1951, and for other 
purposes, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 


I. GeneRAL 


Your committee’s bill, H.R. 7086, amends the Renegotiation Act 
of 1951, as amended, to extend the renegotiation authority for 4 
years to June 30, 1963. The present expiration date is June 30, 1959, 

The bill also provides certain other amendments which your com- 
mittee believes are desirable and will be of benefit to industry and 
also will contribute to the administration of the act. The Depart- 
ment of Defense and the Renegotiation Board approve the provi- 
sions contained in this bill. 


II. Discussion oF THE Bru 


A. Four-year extension of the act (sec. 1) 

The renegotiation Act of 1951 is now scheduled to expire as of June 
80, 1959. President has requested that renegotiation be con- 
tinued beyond the scheduled expiration date, and the Department 
of Defense has tecommended that the act be extended for 2 years and 
8 months. In recommending extension of the act, the Department of 
Defense has stated that present pricing policies and contracting tech- 
niques of the pene agencies are not adequate to protect against 
excessive profits in all cases—especially those cases where the Govern- 
ment must procure specialized items of unprecedented nature (as in 
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the aircraft, missile, and space fields) with respect to which past pro- 
duction and cost experience is inadequate to permit the accurate fore- 
casting of costs. In this connection, the Department of Defense has 
pointed out that defense expenditures under current world conditions 
are now, and for the foreseeable future will continue, at unprecedented 
levels for peacetime conditions. For the fiscal year 1960, for example, 
Department of Defense expenditures alone will approximate $41 bil- 
lion, with approximately one-half of that amount representing ex- 
penditures for goods and services which would be subject to the pro- 
visions of the Renegotiation Act. 

Your committee has concluded from the testimony presented that 
the act should be extended for 4 years, that is, until June 30, 1963. 
Although the original recommendation of the Department of Defense 
was for an extension of 2 years and 3 months, the Department ap- 
proves a 4-year extension as provided in the bill. 


B. Factors to be considered in determining excessive profits (sec. 2) 


Contractual a provisions; economies achieved through sub- 
contracting with small business (sec. 2(a) ).—Section 103(e) of present 
law provides that, in determining excessive profits, favorable recog- 
nition must be given to the efficiency of the contractor or the a 
contractor, with particular regard to attainment of quantity and qual- 
ity production, reduction of costs, and other matters. Convern has 
been expressed, however, that favorable ition is not given to 
efficiency in the renegotiation process to profits realized from pay- 
ments to contractors for cost reductions achieved under incentive type 
contracts or from economies effected through subcontracting with 
small-business concerns. 

The objective of the Government in using the incentive-type con- 
tract is to promote cost reductions. An incentive to reduce costs is 
furnished to the contractor by providing a method whereby he shares 
in savings resulting from cost reductions under the contract. To the 
extent that such cost reductions are brought about by the efficiency 
of the contractor, and not by other causes, your committee believes 
that favorable recognition under the efficiency factor should be given 
to the contractor. Similarly, cost reductions resulting from efficient 
performance under other types of contracts should be given favorable 
recognition under this factor. Section 2(a) of your committee bill 
accordingly amends section 103(e) of the act to require that in giving 
favorable recognition to the efficiency of the contractor or subcon- 
tractor, particular regard be accorded not only to the matters now 
set forth in the section, but also to “contractual pricing provisions and 
the objectives sought to be achieved thereby.” 

Section 2(a) of the bill further amends section 103(e) of the act 
to require that particular regard be given under the efficiency factor 
to economies effected through subcontracting with small-business 
concerns (as defined in section 3 of the Small Business Act of 1958). 
This amendment is designed to stimulate subcontracting to small- 
business concerns. 

Net worth; public and private capital (sec. 2(6)).—One of the 
enumerated factors required by section 103(e) (2) of present law to be 
taken into account indummitieg excessive profits is “net worth, with 
particular regard to the amount and source of public and private 
capital employed.” Section 2(b) of your committee’s bill amends 
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section 103(e)(2) merely to clarify the distinction between the con- 
cept of “net worth” on the one hand, and that of “amount and source 
of public and private capital employed” on the other hand. 
Statement of recognition given to factors (sec. 2(c)).—Under sec- 
tion 105(a) of the present law, the Renegotiation Board is required, 
upon issuance of an order, to furnish to a contractor who so requests a 
statement of its determination and of the facts and reasons used as a 
basis therefor. Your committee has found, however, that there has 
been a feeling among contractors that statements furnished by the 
Board in the past pursuant to section 105(a) have not always ade- 
quately indicated the consideration of and the recognition given to 
efficiency and the other factors required by the act to be considered in 
determining excessive profits. Accordingly, your committee provides 
in section 2(c) of the bill that in any statement furnished by the 
Board pursuant to section 105(a),the Board must indicate separately 
(but without evaluating separately in dollars or percentages) its con- 
sideration of and the recognition given to the efficiency of the contrac- 
tor and each of the other factors required by section 103(e) to be 
taken into account in determining excessive profits. A similar provi- 
sion has been contained in the Board’s regulations for some time. 


C. Five-year loss carryforward (sec. 3) 


Section 103(m) of present law permits a 2-year carryforward of 
losses on renegotiable business. Under this provision, a contractor 
may carry forward to any fiscal year ending on or after December 31, 
1956, losses sustained on renegotiable business during the 2 preceding 
fiscal years. This provision of the law was enacted in 1956 to meet 
complaints that the then existing 1-year carryforward provision was 
too limited. 

It has been called to the attention of your committee that even the 
2-year carryforward is too limited and that it may produce hard- 
ships in some cases. It has also been pointed out that a 5-year loss 
carryforward is permitted for Federal income tax purposes. 

Accordingly, in order to relieve hardships that may result from 
restricting contractors to a 2-year loss carryforward, your commit- 
tee has provided in section 3 of its bill for a 5-year loss carryforward. 
Under this section, a contractor (or subcontractor) may carry for- 
ward to any fiscal year ending after December 31, 1958, losses from 
the preceding 5 fiscal years (excluding any fiscal year ending before 
December 31, 1956). 

The effect of this provision in general is that losses incurred on 
renegotiable business in any fiscal year ending before December 31, 
1956, may be carried forward 2 years as under existing law, and any 
losses sustained on such business for any fiscal year ending on or after 
December 31, 1956, may be carried forward 5 years. 


D. Statements furnished by Renegotiation Board, etc. (sec. 4) 


Statements of facts and reasons (sec. 4(a)).—Under existing law, 
the Renegotiation Board is required, if the contractor so requests, to 
furnish the contractor a statement of its reasons and of the facts used 
by it as a basis for arriving at a determination of excessive profits, but 
the Board is not required to furnish such a statement unless its deter- 
mination is made by order, and then only after the order has been 
entered. Under its regulations, however, the Board, in order to enable 
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the contractor to decide whether to enter into an agreement for refund 
of excessive profits, has made provision for furnishing a contractor 
such a statement prior to the making of an agreement or the issuance 
of an order. Your committee believes the Board should be required 
by statute to furnish such a statement prior to the making of an 
agreement or the entry of an order if the contractor so requests. 
Section 4(a) of the bill so provides. 

Documents available for inspection (sec. 4(6))—Your committee 
has received a large number of complaints to the effect that contrac- 
tors do not now have any opportunity in proceedings before the 
Board to inspect and rebut, information contained in performance 
reports and other written matter used by the Board in arriving at its 
determination of excessive profits. Your committee is of the opinion 
that a contractor should, in fairness, be given the opportunity to in- 
spect performance reports and other written materials furnished to 
the Board by departments named in the act, so long as such matter 
is not classified for security purposes or otherwise forbidden by law 
to be disclosed. 

Section 4(b) of the bill therefore requires the Board, at or before 
the time it furnishes the statement of facts and reasons required by 
section 105(a), to make available for inspection by the contractor or 
subcontractor, as the case may be, all reports and other written mat- 
ter furnished to the Board by a Department named in the act, pre 
vided such material relates to the renegotiation proceeding in which 
the contractor or subcontractor is involved and the disclosure thereof 
is not forbidden by law. 


E. Proceedings before the Tax Court in renegotiation cases (sec. 5) 


Tax Court proceedings de novo (section 5(a) ).—Under section 108 
of present law, it is provided in effect that a proceeding before the 
Tax Court in a renegotiation case shall not be treated as a proceedin 
to review the determination of the Renegotiation Board but shall be 
treated as a proceeding de novo. 

Your committee has received a number of complaints to the effect 
that despite the provisions of existing law a proceeding before the 
Tax Court in renegotiation cases is not truly de novo but tends to 
have the character of a proceeding to review the determination of the 
Renegotiation Board. 

Accordingly, in order to make clear that proceedings before the 
Tax Court in renegotiation cases will be de novo and will not be 
treated as proceedings to review the determinations of the Renego- 
tiation Board, your committee has provided in effect in the second 
sentence of section 5(a) of the bill that while the petitioner shall 
have the burden of going forward with the case, only evidence pre- 
sented to the Tax Court shall be considered, and no presumption of 
correctness shall attach to a determination of the Board. This pro- 
vision is not intended to shift the burden of proof under existing a 
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Review by special division (sec. §(b)).—Section 5(b) of the bill 
provides that determinations in renegotiation cases by any division 
of the Tax Court shall be reviewed by a special division of the Tax 
Court consisting of not less than three judges. 

Effective dates (sec. 5(c) )—The amendments made by section 5 of 

our committee’s bill would apply in cases where the decision of the 
Tax Court had not been rendered on or before the date of enactment, 
regardless of whether the petition for redetermination was filed before, 
on, or after the date of enactment of the bill. 


F. Review of Taw Court decisions in renegotiation cases (sec. 6) 


Section 6 of the bill provides for review by the U.S. Court of Ap- 
peals for the District of Columbia of Tax Court decisions in renegotia- 
tion cases, ¥ 

Under section 108 of existing law, the Tax Court is given exclusive 
jurisdiction to finally determine the amount of excessive profits and 
it is provided that such determination of amount may not be -re- 
viewed or redetermined by any court or agency. Although the extent 
to which Tax Court decisions in renegotiation cases are reviewable is 
not entirely clear under the decided cases, it does appear that such 
decisions may be reviewed on “jurisdictional” or constitutional ques- 
tions. Section 108A now provides, in general, that decisions of the Tax 
Court in renegotiation cases shall be reviewed, to the extent that the 
are reviewable, either by (1) the U.S. court of appeals for the circuit 
in which the contractor files his Federal income tax return (or by the 
Court of Appeals for the District of Columbia, if he files no such 
return), or (2) any U.S. court of appeals designated by the Attorney 
General and the contractor by stipulation. 

Section 6 of your committee’s bill amends section 108A so as to per- 
mit review of Tax Court decisions in renegotiation cases by the Court 
of Appeals for the District of Columbia, and in addition permits 
review by the Supreme Court upon certiorari. The limitation to a 
single court of appeals is designed to achieve uniformity of decisions 
under this law. Although this section would generally permit review 
of Tax Court decisions in renegotiation cases in a manner and to an 
extent similar to that provided for Tax Court decisions in tax cases 
under section 7482 of the Internal Revenue Code, section 108A (as 
amended by section 6 of the bill), unlike section 7482(c), does not 
permit the reviewing court to modify the decision of the Tax Court 
and does not permit the reviewing court to reverse the decision of the 
Tax Court without remanding the case. If the reviewing court deter- 
mines that the decision of the Tax Court is not in accordance with 
law in a case where there may be excessive profits to be eliminated, 
the redetermination of the amount of excessive profits is to be made 
by the Tax Court and not by the reviewing court. 

The amendments made by section 6 apply with respect to:decisions 
rendered by the Tax Court after June 30, 1958. In the case of any 
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decision rendered after June 30, 1958, and before the date of the 
enactment of the bill, the time for filing the petition for review 
specified in section 7482 of the Internal Revenue Code of 1954 begins 
to run as if such decision had been rendered on the date of enactment. 


III. Sratistics RELATING TO THE ADMINISTRATION OF RENEGOTIATION ! 


FILINGS BY CONTRACTORS; CASES WITHHELD AND ASSIGNED ; COMPLETIONS 


The number of filings in the fiscal year ended June 30, 1958, was 
about 21,200, which compares with filings of about 24,000 in the prior 
fiscal year. Of the 21,200, about 16,700 were in the form of simple 
statements of nonapplicability, accompanied by no financial data. 
This left approximately 4,400 cases to be withheld at headquarters 
under the screening process or to be assigned to the regional boards 
for renegotiation. 

The two following tables show, respectively, the number of con- 
tractors’ filings withheld and the number assigned to regional boards 
during the fiscal year ended June 30, 1958. Most of the withholdings 
and assignments are classified by the renegotiable sales volume of the 
contractors involved; and for these, total sales and profits and re- 
negotiable and nonrenegotiable sales and profits are shown. The 
filings thus classified include all contractors except agents and brokers 
and other cases not tabulated because comparable data are unavail- 
able; in other words, it includes manufacturers, distributors other than 
agents and brokers, building and other constructors, and shipping lines 
and other service organizations. 


Filings withheld at headquarters during fiscal year ended June 30, 1958 
[In thousands] 


Renegotiable sales Number 
withheld ) Nonre- Renego- | Nonre- 
negotiable Total tiable negoti- 
able 
$1,581 | $377,398 
2, 924 82, 495 
110, 589 | 4, 135,177 


61, 260, 050 |4, 710,164 | 115,094 | 4, 595, 070 


1 These include agents and brokers and certain companies for which comparable financial data could not 
be tabulated for technical reasons. 


1 Source: Annual Report of Renegotiation Board for the fiscal year ending June 30, 1958, except as noted. 
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Assignments made to the regional boards during fiscal year ended June 30, 1958 
[In thousands] 


Sales Profita 
Number 
Renegotiable sales of assign- 
ments Renego- Nonre- Renego- 
Total tiable negotiable tiable 


Under $500,000. .......... \ . 
$500,000 to $1,000,000 567,175 60, 634 506, 54 35, 473 5, 877 
Over $1,000,000 78, 851, 829.| 19,916,719 | 58,935, 110 |8, 266, 897 |1, 188, 936 


80, 386, 397 | 20,013,058 | 60, 373, 339 |8, 358, 203 /1. 195, 319 


1 These include agents and brokers and certain companies for which comparable financial] data could not 
be tabulated for technical reasons. 


Total sales for all the cases above the statutory floor, as shown in 
the two tables amounted to nearly $150 billion. Renegotiable sales 
were $27.1 billion and renegotiable profits as reported by the con- 
tractors, $1.31 billion. As between cases withheld and cases assigned, 
the relative proportions were as follows: 


[Percent] 


Total sales a Renegotiable 
es 


profits 


Among the assigned cases, those contractors whose renegotiable 
sales exceeded the present statutory floor of $1 million had 98 percent 
of total sales, 99% percent of renegotiable sales, and 99 percent of the 
renegotiable profits reported by the whole group. 

The fiscal 1958 determinations of $112,724,199 of excessive profits 
compared as follows with total renegotiable sales and profits involved 
in the determinations: 


Renegotiable sales 
Renegotiable profits 


: grcorneecra te sales and profits of the same contractors were as 
ollows: 


Nonrenegotiable sales_ __ 
Nonrenegotiable profits 


As the above table shows, 1,136 assignments were made to the 
regional boards during fiscal 1958. Completions by regional board 
actions and final Board determinations in the same period totaled 
1,577. Thus the backlog of uncompleted cases was reduced by 441 
to a total of about 1,600 cases. 
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Assignments completed as clearances or cancellations during fiscal year ended June 
30, 1958 


(Thousands omitted] 
Sales Profits 


Renego- Nonrene- ae 
tiable gotiable tiable 


$708, $61, 462 
1, 252, 340 


183, 129 8, 
48, 034, 347 |6, 316, 965 |1, 204, 529 


1 These include agents and brokers and certain companies for which comparable financial data could not 
be tabulated for technical reasons. 


Of the 1,577 completions, 1,323, as shown by the immediately pre- 
ceding table, were concluded by clearances or cancellations—deter- 
minations that no excessive profits had been earned by the con- 
tractors—and 254 by determinations of excessive profits. Details 
on the latter are given in the next section of this report. Total com- 
pletions, in round percentages, were distributed as follows among the 
contractors’ fiscal years involved: 


Contractors’ fiscal years 


Total 


There are a number of reasons for delays in the completion of cases. 
Not only is there a statutory provision that filings need not be made 
until the fifth month following the end of the contractor’s fiscal year; 
iroguanity there are delinquencies by contractors which cannot be 
avoided by the Board. 

Among other reasons for delay in completion are requests made 
by contractors for extensions of time in supplying needed information; 
and particularly, delays often encountered in the conclusion of price 
redetermination proceedings between contractors and procurement 
authorities. 

As of June 30, 1958, the Board had completed 92.8 percent of the 
total of more than 22,000 assignments which it had made up to that 
date. The record of completions, in terms of the contractors’ fiscal 
years involved, follows: 


Percentages of completions of assignments, June 30, 1958 
Contractors’ fiscal years: 
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For contractors’ years 1952 to 1954, inclusive, 11,604 assignments 
had been made through June 30, 1958. All but 174, or 1% percent, of 
these had been completed; and of these 174, 67 percent represented 
late or delinquent filings. These same 174, representing less than 
11 percent of the total backlog of uncompleted cases, represent the 
cases which can be said to be 4 years or more In arrears. 


REFUND DETERMINATIONS 


During the fiscal year ended June 30, 1958, the Board made 254 
determinations of excessive profits. This brought to 3,202 the total 
number of such determinations made by the Board since its inception. 
Of the 254 determinations made during fiscal 1958, 202 resulted in 
bilateral agreements between the Board and the contractors involved; 
the other 52 resulted in the issuance of unilateral orders for refund 
payments. The excessive profits represented by all 254 determina- 
tions were $112,724,199; those covered by the agreements were 
$61,042,216. The following table shows that the cumulative total of 
all Board determinations of excessive profits through June 30, 1958, 
was $723,055,054. This amount, and the figure for fiscal 1958, are 
broken down in the table according to the renegotiable sales volumes 
represented in the determinations: 


gaz |"? | 


Analysis of refund determinations with respect to renegotiable sales volume to 
June 30, 1958 


Refunds Portion of 
Renegotiable sales volume determined ! total 
(percent) 


Fiscal year ended June 30, 1958: 
Under $500, 
$500,000 to $1,000,000 
Over $1,000,000 os 109, 168, 758 


Total for the year 112, 724, 199 | 
Cumulative to June 30, 1958: 
$500,000 


1 By agreements or orders. 


In the next table, the above cumulative total of determinations of 
excessive profits is broken down by the Government fiscal years in 
which they were made, and by the acts under which they were made: 


Determinations of refunds by years of determinations 





During— 1943 act | 1948 act 1951 act Total 
i Pe SEE 
Wf Government fiscal year 1953 | $15, 888, 343 $4, 082, 428 $19, 970, 771 
tion Government fiscal year 1954.............-..-.-- leceedonemnsn ; 6, 084, 507 113, 378, 662 | 119, 463, 169 


Government fiscal year 1955...-.-..------------ | $2,290,000 | 6,961,638 | 158,004,650 | 167, 256, 288 
Government fiscal year 1956._...........-...-- 150, 000 | 1,390,982 | 15f, 108,345 152, 649, 327 
Government fiscal year 1957._..........--.-...- edeiees ; 150, 741, 300 150, 991, 300 
Government fiscal year 1958...........-...-..-.|----.---.- 112, 724, 199 112, 724, 199 


2, 440, 00 | 30, 575,470 | 690,039, 584 | 723, 055, 054 
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The first two tables in this section show that through June 30, 1958 
the Board made aggregate determinations of excessive profits of 
$723,055,054. In addition, voluntary refunds and price reductions 
in the amount of $818,252,689 were made by contractors, according 
to renegotiation data submitted by them. The total of these items 
is $1,541,307,743. In fiscal 1958 alone, it was ascertained from 
contractors’ renegotiation data that voluntary refunds and price 
reductions amounted ‘to $176,140,192. 

These are all gross figures, before the deduction of credits for 
Federal income and excess profits taxes. Calculations made to deter- 
mine the probable net recoveries by the Government give the following 
estimated results (in millions): 


Threugh July 1, 1957, | Total to June 
June 1957 to June 30, 30, 1958 
1958 


Determinations of excessive profits ’ $112.7 
Voluntary refunds and price reductions 1 176. 1 


288. 8 
180. 8 


108.0 


Of the probable net recoveries by the Government of $539 million 
during the period covered by the operations of the Renegotiation 
Board, $108 million is ascribable to fiscal 1958. The expenses of the 
Board, shown in section VIII, below, have been $26.6 million since 
1951 and were just over $3 million during fiscal 1958. 

Additional refund determinations of $40,965,924 as of June 30, 1958, 
had not yet been made final. 

Net recoveries by the Government arising from determinations of 
excessive profits are covered into the miscellaneous receipts of the 
U.S. Treasury. They do not revert to departmental funds. 


ORDERS AND APPEALS TO THE TAX COURT 


The 254 determinations of excessive profits made by the Board 
during the fiscal year ended June 30, 1958, included 52 unilateral 
orders by the Board, directing the contractors to refund to the Govern- 
ment the excessive profits that had been determined. The 52 repre- 
sented 20.5 percent of the 254 determinations. The significant figures 
for fiscal 1958, and the corresponding data on orders for all periods 
through June 30, 1957, follow: 


Determinations Renegotiable sales | Excessive profits 


Number | Percent | Millions | Percent | Millions} Percent 
of total of total 
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EXPENSES AND PERSONNEL 


In fiscal 1958, as in each of the preceding fiscal years from 1955 on, 
the Board further reduced its expenditures, although in fiscal 1958 the 
Board for the first time had to assume the Government’s contribution 
to the civil service retirement fund for the Board’s officers and em- 

ployees, and also had to provide retroactive pay increases to per- 
sonal ‘enacted by the Congress toward the close of the fiscal year. 
The latter increased Board expenses for that year by $119,875. 

The first table below shows the expenses of the Board by fiscal 
years from its organization through June 30, 1958. The increase of 
nearly $120,000 in ‘‘All other’’ expenses in fiscal 1958 reflects the 
incurring of retirement costs referred to in the preceding paragraph. 
The 1958 total figure includes an increase in the appropriation by the 
Congress to the aa of $56,000, to cover somewhat less than half 
of the above-mentioned cost, $119,875, of the retroactive pay raise. 


Renegotiation Board expenses 


Salaries All other 


$1 $1, 176, 003 
5 


’ 
a 
> 
’ 


2, 741, 737 


635, 1 161 24, 297, 736. 


5 
4 
3 
3 
3 

26, 


1 Minor changes for fiscal years 1956 and 1957 from the figures shown in the 2d annual report reflect the 
cancellation of certain obligations for those years. The fiscal 1958 figure indicates the net obligations for 
expenditures for that year. 


The following table shows the number of personnel on duty at 
headquarters and at the regional boards, on each June 30 from 1952 
through 1958; and on May 1, 1959. 


On duty count (personnel) as of June 30 of each year 


1952 


Headiquarters___. 
Regional boards. ___- 
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14 EXTENSION OF THE RENEGOTIATION ACT OF 1951 
IV. CHances 1x Existine Law 


In compliance with clause 3 of rule XIIT of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing law 
in which no change is proposed is shown in roman) : 


RENEGOTIATION Act oF 1951, as AMENDED 


TITLE I—RENEGOTIATION OF CONTRACTS 


oS ” 7 ~ * * 


SEC. 102. CONTRACTS SUBJECT TO RENEGOTIATION. 
* * * * * * & 


(c) TErRMINATION.— 

(1) In cenerat.—The provisions of this title shall apply only 
with respect to receipts and accruals, under contracts with the De- 
partments and related subcontracts, which are determined under 
regulations prescribed by the Board to be reasonably attributable 
to performance prior to the close of the termination date. Not- 
withstanding the method of accounting employed by the con- 
tractor or subcontractor in keeping his records, receipts or ac- 
cruals determined to be so attributable, even if received or accrued 
after the termination date, shall be considered as having been re- 
ceived or accrued not later than the termination date. For the 
purposes of this title, the term “termination date” means [June 
30, 1959] June 30, 1963. 


* * * * * * * 


SEC. 103. DEFINITIONS. 
For the purposes of this title— 
* * * * * * e 
(e) Excesstve Prorirs.—The term “excessive profits’ means the 
portion of the profits derived from contracts with the Departments 
and subcontracts which is determined in accordance with this title to 
be excessive. In. determining excessive profits favorable recognition 
must be given to the efficiency of the contractor or subcontractor, with 
particular regard to attainment of quantity and quality production, 
reduction of costs, [and] economy in the use of materials, facilities, 
and [manpower ;] manpower, contractual pricing provisions and the 
objectives sought to be achieved thereby, and economies achieved by 
cubabpbanitheg with small business concerns (as defined pursuant to 
section 3 of the Small Business Act) ; and in additign, there shall be 
taken into consideration the following factors: 

(1) Reasonableness of costs and profits, with particular regard 
to volume of production, normal earnings, and comparison of 
war and peacetime products; 

(2) The net worth, [with particular regard to] and the amount 
and source of public and private capital employed ; 

(3) Extent of risk assumed, including the risk incident to 
reasonable pricing policies ; 
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(4) Nature and extent of contribution to the defense effort, 
including inventive and developmental contribution and coopera- 
tion with the Government and other contractors in supplying 
technical assistance ; 
(5) Character of business, including source and nature of 
materials, complexity of manufacturing technique, character and 
extent of subcontracting, and rate of turn-over ; 
(6) Such other factors the consideration of which the public 
interest and fair and equitable dealing may require, which factors 
shall be published in the regulations of the Board from time to 
time as adopted. 
In any statement furnished by the Board pursuant to section 105(a), 
the Board shall indicate separately, but without evaluating separately 
in dollars or percentages, its consideration of and the recognition given 
to, the efficiency of the contractor or subcontractor and each of the other 
foregoing factors. 

* © © * * « * 


(m) [Two-Year Loss CarryrorwarD] Renecoriation Loss 
CARRYFORW ARDS.— ; 

(1) ALLowance.—Notwithstanding any other provision of 
this section, the renegotiation loss deduction for any fiscal year 
ending on or after December 31, 1956, shall be allowed as an item 
of cost in such fiscal year, under regulations of the Board. 

(2) Derinitions.—For the purposes of this subsection— 

[(A) The term “renegotiation loss deduction” means, for 
any fiscal year ending on or after December 31, 1956, the 
sum of the renegotiation loss carryforwards to such fiscal 
year from the preceding two fiscal years.] 

(A) The term “renegotiation loss deduction’? means— 

(i) for any fiscal year ending on or after December 31, 
1956, and before January 1, 1959, the sum of the renegotia- 
tion loss carryforwards to such fiscal year from the preceding 
two fiscal years; and 

(vi) for any fiscal year ending after December 31, 1958, 
the sum of the renegotiation loss carryforwards to such 
jiscal year from the preceding five fiscal years (excluding any 
fiscal year ending before December 31, 1956). 

(B) The term “renegotiation loss’’ means, for any fiscal 
year, the excess, if any, of costs (computed without the appli- 
cation of this subsection and the third sentence of subsection 
(f)) paid or incurred in such fiscal year with respect to re- 
ceipts or accruals subject to the provisions of this title over 
the amount of receipts or accruals subject to the provisions 
of this title which were received or accrued in such fiscal year, 
but only to the extent that such excess did not result from 
gross inefficiency of the contractor or subcontractor. 

(3) Amount oF [[cARRYFORWARDS.—A] CARRYFORWARDS TO 
1966, 1957, AND 1968.—For the purposes of paragraph (2)(A)(i), @ 
renegotiation loss for any fiscal year (hereinafter in this para- 
graph referred to as the “‘loss year’’) shall be a renegotiation loss 
carryforward to the first fiscal year succeeding the loss year. 
Such renegotiation loss, after being reduced (but not below zero) 
by the profits derived from contracts with the Departments and 
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subcontracts in the first fiscal year succeeding the loss year, shall 
be a cone an loss carryforward to the second fiscal year suc- 
ceeding the loss year. For the purposes of the preceding sen- 
tence, the profits derived from contracts with the Departments. 
and subcontracts in the first fiscal year succeeding the loss year 
shall be computed as follows: 

(A) If such first fiscal year ends on or after December 31, 
1956, such profits shall be computed by determining the 
amount of the renegotiation loss deduction for such first 
fiseal year without regard to the renegotiation loss for the 
lossyear. 

(B) If such first fiscal year ends before December 31, 1956, 
such profits shall be computed without regard to any renego- 
tiation loss for the loss year or any fiscal year preceding the 
loss year. 

(4) AMOUNT OF CARRYFORWARDS TO FISCAL YEARS ENDING 
AFTER 1958.—For the purposes of paragraph (2)(A)(i), a renego- 
tiation loss for any fiscal year (herevnafter in this paragraph referred 
to as the “loss year’’) ending on or after December 31, 1956, shall be 
a renegotiation loss carryforward to each of the five fiscal years follow- 
ing the loss year. The entire amount of such loss shall be carried to 
the first fiscal year succeeding the loss year. The portion of such loss 
which shall be carried to each of the other four fiscal years shall be 
the excess, if any, of the amount of such loss over the sum of the 
profits derived from contracts with the Departments and subcontracts 
an each of the prior fiscal years to which such loss may be carried. 
For the purposes of the preceding sentence, the profits derived from 
contracts with the Departments and subcontracts in any such prior 
fiscal year shall be computed by determining the amount of the re- 
negotiation loss deduction without regard to the renegotiation loss for 
the loss year or for any fiscal year thereafter, and the profits so com- 
puted shall not be considered to be less than zero. 

* + * + 


* - 


SEC. 105. RENEGOTIATION PROCEEDINGS. 


(a) Proceepincs Berore THe Boarp.—Renegotiation proceedings 
shall be commenced by the mailing of notice to that effect, in such 
form as may be prescribed by regulation, by registered mail to the 
contractor or subcontractor. The Board shall endeavor to make an 
ugreement with the contractor or subcontractor with respect to the 
elimination of excessive profits received or accrued, and with respect 
to such other matters relating thereto as the Board deems advisable. 
Any such agreement, if made, may, with the consent of the contractor 
or subcontractor, also include provisions with respect to the elimina- 
tion of excessive profits likely to be received or accrued. If the Board 
does not make an agreement with respect to the elimination of exces- 
sive profits received or accrued, it shall issue and enter an order de- 
termining the amount, if any, of such excessive profits, and forthwith 
give notice thereof by registered mail to the contractor or subcontrac- 
tor. In the absence of the filing of a petition with The Tax Court of 
the United States under the provisions of and within the time limit 
prescribed in section 108, such order shall be final and conclusive and 
shall not be subject to review or redetermination by any court or other 
agency. The Board shall exercise its powers with respect to the ag- 
gregate of the amounts received or approved during the fiscal year 
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(or such other period as may be fixed by mutual agreement) by a con- 
tractor or subcontractor under contracts with the Departments and 
subcontracts, and not separately with respect to amounts received or ac- 
crued under separate contracts with the Departments or subcontracts, 
except that the Board may exercise such powers separately with re- 
spect to amounts received or accrued by the contractor or subcontractor 
under any one or more separate contracts with the Departments or 
subcontracts at the request of the contractor or subcontractor. By 
agreement with any contractor or subcontractor, and pursuant to 
regulations promulgated by it, the Board may in its discretion conduct 
renegotiation on a consolidated basis in order properly to reflect ex- 
cessive profits of two or more related contractors or subcontractors. 
Renegotiation shall be conducted on a consolidated basis with a parent 
and its subsidiary corporations which constitute an affiliated group 
under section 141(d) of the Internal Revenue Code if all of the cor- 
porations included in such affiliated group request renegotiation on 
such basis and consent to such regulations as the Board shall prescribe 
with respect to (1) the determination and elimination of excessive 
profits of such affiliated group, and (2) the determination of the 
amount of the excessive profits of such affiliated group allocable, for 
the purposes of section 3806 of the Internal Revenue Code, to each 
pt eye included in such affiliated group. [Whenever the Board 
makes a determination with respect to the amount of excessive profits, 
and such determination is made by order, it shall, at the request of the 
contractor or subcontractor, as the case may be, prepare and furnish 
such contractor or subcontractor with a statement of such determina- 
tion, of the facts used as a basis therefor, and of its reasons for such 
determination.] Whenever the Board makes a determination of ex- 
cessive profits to be eliminated, it shall, at the request of the contractor 
or subcontractor, as the case may be, and prior to the making of an 
agreement or the issuance of an order, prepare and furnish such con- 
tractor or subcontractor with a statement of such determination, of the 
facts used as a basis therefor, and of its reasons for such determination, 
Such statement shall not be used in The Tax Court of the United States 
as proof of the facts or conclusions stated therein. At or before the 
time such statement is furnished, the Board shall make available for 
inspection by the contractor or subcontractor, as the case may be, all 
reports and other written matter furnished to the Board by a Depart- 
ment relating to the renegotiation proceedings in which such determi- 
nation was made, the disclosure of which is not forbidden by law. 
Nothing in the preceding sentence shall be construed as authorizt 
the disclosure aia information, referred to in section 1905 of tithe 


18 of the United States Code, in respect of any person other than the 

contractor or subcontractor (as the case may be) unless such informa- 

tion properly and directly concerns such contractor or subcontractor. 
* . * * . . . 


SEC. 108. REVIEW BY THE TAX COURT. 


Any contractor or subcontractor aggrieved by an order of the Board 
determining the amount of excessive profits received or accrued by such 
contractor or subcontractor may— 

(a) if the case was conducted initially by the Board itself— 
within ninety days (not counting Sunday or a legal holiday in the 
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District of Columbia as the last day) after the mailing under sec- 
tion 105(a) of the notice of such sedin, or 
(b) if the case was not conducted initially by the Board itself— 
within ninety days (not counting Sunday or a legal holiday in the 
District of Columbia as the last day) after the mailing under sec- 
tion 107(e) of the notice of the decision of the Board not to review 
the case or the notice of the order of the Board determining the 
amount of excessive profits, 
file a petition with The Tax Court of the United States for a redeter- 
mination thereof. Upon such filing such court shall have exclusive 
jurisdiction, by order, to [finally] determine the amount, if any, of 
such excessive profits received or accrued by the contractor or sub- 
contractor, and [such determination shall not be reviewed or redeter- 
mined by any court or agency.] such determination (1) shall not be 
reviewed by any court or agency except as provided by section 108A, 
and (2) shall not be redetermined by any court or agency, except that 
it may be redetermined by a decision of the special division of: the 
Tax Court if the case is remanded under section 108A(b)(1). The 
court may determine as the amount of excessive profits an amount 
either less than, equal to, or greater than that determined by the Board. 
[A proceeding before the Tax Court to finally determine the amount, 
if any, of excessive profits shall not be treated as a proceeding to review 
the determination of the Board, but shall be treated as a proceeding 
de novo.] A proceeding before the Tax Court to determine the 
amount, if any, of excessive profits shall not be treated as a proceeding 
to review the determination of the Board, but shall be treated as @ 
proceeding de novo. The petitioner in such proceedings shall have the 
burden of going forward with the case; only evidence presented to 
the Tax Court shall be considered ; and no presumption of correctness 
shall attach to the determination of the Board. [For the purposes of 
this section the court shall have the same powers and duties, insofar as 
applicable in respect of the contractor, the subcontractor, the Board, 
and the Secretary, and in respect of the attendance of witnesses and 
the production ol papers, notice of hearings, hearings before divisions, 
review by the Tax Court of decisions of divisions, stenographic 
reporting, and reports of proceedings, as such court has under sections 
1110, 1111, 1113, 1114, 1115(a), 1116, 1117(a), 1118, 1120, and 1121 of 
the Internal Revenue Code in the case of a proceeding to redetermine 
a deficiency.) The determinations by any dwision of the Taa Court 
under this section shall be reviewed by a special division of the Tat 
Court which shall be constituted-by the chief judge and ‘shall consist 
of not less than 3 judges. The decisions of such special division shall 
not be reviewable by the Tax Court, and shall be deemed decisions of 
the Tax Court. For the purposes of this section, the court shall have 
the same powers and duties, insofar as applicable in respect of the 
contractor, the subcontractor, the Board, and the Secretary, and in 
respect of the attendance of witnesses and the production of papers, 
notice of hearings, hearings before divisions, stenographic reporting, 
and a" of proceedings, as such court has under sections 7451, 
7458, 7455, 7456(a), 7456(c), 7457(a), 7458, 7459 (a), 7460(a) , 7461, 
and 7462 of the Internal Revenue Code of 1954 in the case of a 
proceeding to redetermine a deficiency. In the case of any witness for 
the Board, the fees and mileage, and the expenses of taking any depo- 
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sition shall be paid out of appropriations of the Board available fof 
that purpose, and in the case of any other witnesses shall be paid, 
subject to rules prescribed by the court, by the party at whose instance 
the witness appears or the deposition is taken. The filing of a peti- 
tion under this section shall operate to stay the execution of the order 
of the Board under subsection (b) of section 105 only if within ten 
days after the filing of the petition the petitioner files with the Tax 
Court a good and sufficient bond, approved by such court, in such 
amount as may be fixed by the court. Any amount collected by the 
United States under an order of the Board in excess of the amount 
found to be due under a determination of excessive profits by the Tax 
Court shall be refunded to the contractor or subcontractor with inter- 
est thereon at the rate of 4 per centum per annum from the date of 
collection by the United States to the date of refund. 


[SEC. 108A. VENUE OF APPEALS FROM TAX COURT 
DECISIONS IN RENEGOTIATION CASES. 


[A decision of the Tax Court of the United States under section 
108 of this Act may, to the extent subject to review, be reviewed by— 
{(1) The United States Court of Appeals for the circuit in 
which is located-the office to which the contractor or subcontractor 
made his Federal income-tax return for the taxable year which 
corresponds to the fiscal year with respect to which such decision 
of the Tax Court was made, or if no such return was made for 
such taxable year, then by the United States Court of Appeals for 

the District of Columbia, or 

[(2) any United States Court of Appeals designated by the 
Attorney General and the contractor or subcontractor by stipula- 
tion in writing.] 

SEC. 108A. REVIEW OF TAX COURT DECISIONS IN RE- 
NEGOTIATION CASES. 

(a) Jurispicrion.—E xcept as provided in section 1254 of title 28 
of the United States Code, the United States Court of Appeals for 
the District of Columbia shall have exclusive jurisdiction to review 
decisions of the Tax Court under section 108 of this Act, in the same 
manner and to the same extent as decisions of the district courts m 
civil actions tried without a jury. The judgment of such court shall 
be finai, except that it shall be subject to review by the Supreme 
Court of the United States upon certiorari, in the manner provided in 
section 1254 of title 28 of the United States Code. 

(6) Powrrs.— 

(1) To AFFIRM, OR REVERSE AND REMAND,—U pon such review 
the United States Court of Appeals for the District of Columbia 
shall have power to affirm or, if the decision of the Tax Cowrt 
is not in accordance with law, to reverse the decision of the Tax 
Court and remand the case for such further action (including a 
rehearing) as justice may require. 

(2) CERTAIN PROVISIONS OF INTERNAL REVENUE CODE MADE 
APPLICABLE.—T he provisions of subchapter D of chapter 76 of the 
Internal Revenue Code of 1954 (relating to court review of Tax 
Court decisions) , to the extent not inconsistent with the provisions 
of this section, are hereby made applicable in respect of the review 
provided by this section. 








SUPPLEMENTAL VIEWS ON H.R. 7086 


The undersigned members of the Committee on Ways and Means 
join in these supplemental views because of what we regard as the 
failure of the bill ELR. 7086 to deal adequately with serious criticisms 
of the existing Renegotiation Act and the administration of that act. 

These criticisms may be summarized to include the following: 
(1) The term ‘‘excessive profits’ requires further statutory definition 
in the light of the Renegotiation Board’s alleged practice of seeking 
to recapture normal profits or contractually agreed upon incentive 
profits. (2) Renegotiation proceedings before the Board are devoid 
of any character of a negotiation and instead bear an aura of a tribunal 
process where the contractor is tried without knowledge of the factors 
the Board secretly weighs against his position. (3) The economic 
impact of renegotiation discourages competition by limiting the num- 
ber of firms willing to undertake defense contracts, and that economic 
impact is causing our defense-related industries to rely increasingly 
on Government-financed capital investment instead of relying on 
retained earnings and new private capital investment. (4) Contin- 
uation of the renegotiation authority acts as a positive deterrent to 
the further development and use of effective defense procurement 
procedures that would give increased emphasis to cost reductions 
while at the same time safeguarding against excessive profits. 

In view of the failure of H.R. 7086 to provide solutions to these and 
other shortcomings, the signatories to these supplemental views are 
particularly concerned with the proposed extension of the renegotia- 
tion authority for an unprecedented 4-year period. This action will 
effectively remove the subject of renegotiation from the cognizance 
and scrutiny of the Congress for the duration of the extension period. 
It will tend to preclude the Congress from reviewing in a timely 
manner the operation of even the modest changes proposed in the 
current legislation including the newly provided appellate procedures. 
The 4-year extension will further delay the Defense Department in 
practicing procurement policies that obviate the renegotiation process. 

On August 5, 1958, the Committee on Ways and Means reported 
the bill, H.R. 11749 (Public Law 85-930) to extend the Renegotiation 
Act of 1951, for a period of 6 months, to June 30, 1959. In explana- 
tion of this short extension of the act the committee report said: 


The bill limits the extension of renegotiation to a period of 
6 months because it is the intention of your committee to 
undertake a broad reveiw of the entire subject of renegotia- 
tion early in the next Congress. At that time consideration 
will be given to the scope, objectives, and procedures of 
renegotiation and to possible amendments including those 
proposed at the hearing on the present bill. 


No such review has been undertaken by this committee. 
‘The majority now proposes to extend the Renegotiation Act of 1951 
for a period of 4 years, until June 30, 1963, in spite of the fact that the 
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committee is little better informed regarding the scope, objectives, 
and procedures of renegotiation than it was Test August. 

Instead of the broad review promised in the report filed last year, 
the committee held public hearings on 3 days. itnesses appearing 
on behalf of industries affected by renegotiation made recommenda- 
tions ranging from letting the act expire on June 30, 1959, to amending 
it so as to provide a better definition of excessive profits, better pro- 
cedures in Board hearings, a clarification of proceedings in the Tax 
Court, and an appeal from the Tax Court to the Courts of Appeal. 
Some of the industry witnesses charged that the Renegotiation Board 
is, in effect, finding excessive profits where none exists by the failure 
of the Board to give proper consideration to the relevant facts of the 
case. These charges were supported by statements and data in spe- 
cific cases and raise grave questions as to whether the Board is, in 
fact, operating in a fair, judicious, and proper manner. 

Due to the promptness with which the committee went immediately 
from public hearing to executive session, it has not been possible to 
give adequate study to proposals for amendments to the law and come 
to an informed conclusion as to their merits. In our view a great 
deal more information should be known about the facts of renegotia- 
tion as they relate to the whole of American industry before a 4-year 
extension of the renegotiation authority can be responsibly enacted. 

Justification for the unprecedented 4-year period of extension is 

redicated by some on the fact that the Congress recently approved 
egislation providing a similar extenstion of the Selective Service Act. 
It is submitted that this attempt to analogize defense contracting pro- 
cedures with military training cannot be sustained. It can be argued, 
and in fact the view was expressed by witnesses who appeared before 
the committee, that the renegotiation process impairs the ability of 
our Nation’s defense-related industries to support our Armed Forces 
with maximum effectiveness and efficiency. hes has not in the past 
been a correlation between legislation extending the duration of the 
draft with legislation extending the renegotiation authority and it is 
our view that no constructive purpose is accomplished in seeking to 
establish such a relationship now. 

In criticizing the proposed 4-year extension period we are not seeking 
to condone “excessive profits’ at any time by defense suppliers but 
we do seek to assure & more prompt congressional review of the re- 
negotiation process to make certain it is making a valid contribution 
to the defense effort. 

We are impressed by the fact that the departments should be able 
to improve contracting procedures to safeguard against unreasonable 
profits. -This conclusion is amply supported by the findings and report 
of the Subcommittee for Special Investigations of the House Armed 
Services Committee which in 1956 conducted a lenghty and searching 
examination of costs and profits in the aircraft industry. Some of the 
findings made by that subcommittee bear directly on this legislation. 
For example, the subcommittee expressed concern over the conduct 
of renegotiation and concluded by saying. 


Therefore, we believe that Congress must immediately 
initiate a restudy not of the principle of recovering excessive 
profits but of the application of the statutes and the regula- 
tions and conduct of the Board itself. 


We repeat that no such study has been made. 
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As to the earnings of the principal aircraft companies the report of 
the subcommittee said, in part. 


The subcommittee has considered the financial data sub- 
mitted by these 12 companies as to their operations and 
earnings during the period 1952 and 1955 set out in detail in 
the hearings; the tables in this report; the balance sheets; 
the individual contract reports; and the total income and 
disposition thereof from -(in most cases) substantially -100- 
percent Government business. 

The subcommittee concludes, on the evidence, that there 
has been no showing that, on the average, the profits allowed 
are excessive. 

» + * * + 


Adjustments either with individual companies or in 
individual contracts on redetermination, will, in our opinion, 
more than account for what may appear, in a few instances, 
to be overpayments. When these are balanced off against 
the low profit contracts, it will then appear that on the 
average the profits throughout these 12 companies are not 


excessive.’ 
* a * * * 
It is our opinion that the Government is getting substantial 
value. 


The foregoing findings were made before the Renegotiation Board 
had examined any of the years studied by the Armed Services Sub- 
committee and before any “excessive profits” had been recaptured 
by the renegotiation process. 

For these reasons we are opposed to the proposed 4-year extension 
of the Renegotiation Act. If an extension of the act is deemed 
necessary we would propose instead an extension of a lesser duration 
with the establishment of a subcommittee to make a comprehensive 
factual study of the administration of the renegotiation authority. 
In this way an adequate examination could be made of the serious 
complaints presented to the committee by what must be regarded as 
credible witnesses. 

Ricuarp M. Simpson. 
Noau M. Mason. 
Howarp H. Baker. 
Tuomas B. Curtis. 
Victor A. Knox. 
JaMES B. Urr. 
Jackson E. Berts. 
Bruce ALGER. 
AuserTt H. Bosca. 





FURTHER SUPPLEMENTAL VIEWS OF THE HONORABLE 
THOMAS B. CURTIS 


Pt gis is a tendency to accept the label on a product as descriptive 
of it. 

The label on the Renegotiation Act says ‘‘to prevent excess profits.’ 

The issue before this Giaieon is a simple one: Does the Renegotia- 
tion Act prevent excess profits; or does it instead destroy incentive 
and the fruits of incentive, which are lower prices, fuller employment, 
apd sound economic growth in the industries upon which the defense 
of this country besically rests? 

The proponents of the retention of existing renegotiation procedures 
and practices are trying to win the debate without arguing their case 
‘on the merits. 

They state that the issue is one of who is for excess profits and who 
is against excess profits. On the face of it, this argument is absurd. 
Not one witness nor one argument was advanced to the Committee on 
Ways and Means advocating or defending excessive profits. The 
entire issue was centered on the affirmative question of does the Re- 
negotiation Act prevent excess profits; and the negative question of 
does the Renegotiation Act destroy incentive and thereby result in 
higher costs to the Federal Government for defense items and in a less 
vigorous defense industry. 

at, indeed, are excess profits? The act prescribes the guidelines 
Congress has set for the Renegotiation Board to follow in evaluating 
excess profits. Admittedly the ultimate decision is bound to be pred- 
icated on subjective considerations rather than on objective factors. 
The fact remains that persuasive unrefuted testimony was presented 
to the Committee on Ways and Means that these subjective determi- 
nations were being made outside the guidelines estabished by Con- 
gress to the detriment of our national defense endeavors. 

Certainly we have learned that the best way to keep profits and 
costs down is through competition. If there is or can be competition, 
we should encourage its existence. We should not stifle it through 
an arbitrary or second-best method used in an attempt to keep costs 
and profits down. Competition does not require subjective stand- 
ards applied by a group of men to produce results. The marketplace 
is the center of the private enterprise system which has made this 
country productive and great. 

The proponents of the Renegotiation Act contend that in certain 
areas of defense procurement competitive bidding or competition 
through bargained negotiations between two groups of skilled and 
knowledgeable negotiators working out a contract cannot exist, and 
therefore, an alternative method, admittedly second-best to compe- 
tition, must be established. This second-best alternative they pro- 
pose is the Renegotiation Act. 

It is to be acknowledged there are new weapons, new designs, and 
new materials where the costs of production may be unknown both 
to the producer and to the procurer. These items though not peculiar 
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to the Defense Department or to Government are more highly con- 
centrated in the Defense Department. Some procedure must be 
established to insure that the true costs, once they become known, be 
reflected in the completed contract, to protect the Government and 
to protect the supplier. 

I submit that the Renegotiation Act which sets up an independent 
Renegotiation Board does not provide the best procedure for rede- 
termining true costs and profits in procurement contracts for new 
items where the costs are unknown at the time the original contract 
is set up. It is not the best procedure because it bypasses those who 
are most knowledgeable to determine real costs after the fact. These 
most knowledgeable persons, of course, are the individuals who have 
negotiated the contract for the new and complicated item and who 
have been following the performance under the contract. 

In this connection two points can be generally agreed upon. First, 
we are not talking about fraud. Secondly, we are not talking about 
incompetent procurement officers. We are talking about honest and 
competent procurement officers and honest and competent business- 
men who do not know the costs at the time of the contract because 
the product involved is new. Therefore, I say that the men who 
know the most about these things are the best persons to do the 
renegotiating, the redetermining, the repricing, whatever terminology 
one wishes to use. This has been done for years in private industry 
with respect to contracts for new items where costs are unknown, 

There will be no “excess profits’”’ under a system of this sort, pro- 
viding an informed continuity in original pricing and in contract 
review and reassessment; nor will there be the equally bad and 
dangerous alternative of insufficient profits to prevent competent and 
efficient contractors bidding on Government jobs. 

One of the greatest dangers to good Federal procurement procedures 
today is the reputation the Federal Government is getting among 
the business community for indulging in bad faith contracting prac- 
tices. Heads-I-win, tails-you-lose procedures in the long run result 
in discouraging proficiency and in stifling competition. oday some 
of our best firms will not deal with the Government because of the 
onesidedness of the deal. When the better firms will not bid on a 
job, you can expect only one result—higher costs for inferior quality. 

The interrogation of the Chairman of the Renegotiation Board 
during the committee consideration of this legislation revealed many 
basic misunderstandings about the economics of the private enterprise 
system. Perforce the Board has an interpretation of what are ‘‘excess 
, which has proved harmful to efficiency and good economics. 

list a few of the economic factors the Beard misinterprets. 

1. Good economics require growth industries to plow back a 

eater percentage of their retained earnings than more stable 
industries. Airframe manufacturers, for example, are ia a growth 
field, and they must plow back an estimated 60 percent of their 
earnings compared to an estimated 40 percent for more stable 
industries. 

2. Higher profits must exist where the risks to be taken are 
greater, if private capital is to be available for growth. Private 
capital has not been moving into the airframe industry to meet 
defense needs. 
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3. To have a strong industry private capital rather than 
Government capital an predominate. Yet the airframe 
industry’s Government contracts are financed by 70-percent 
Federal money and 30-percent private capital. The Chairman 
of the Renegotiation Board stated that private capital will not 
enter the airframe industry because of the risks involved and 
therefore Government capital must. Yet the Board lops off 
profits as excessive. Of course, this procedure will result in 
private capital staying out of the airframe industry. 

Surely as long as the ratio of private capital to Government capital 
in an essential defense industry remains 30 to 70 percent we cannot 
be satisfied that we are doing a good job. Obviously economic 
health and growth both are being stunted. The Renegotiation Act 
is clearly the basic cause. It is keeping a large portion of industry 
from being a proper part of our tax base. It is poor procedure and it 
produces bad economic results. 

The way to handie contracts for new items when costs are unknown 
is to let the people who know the most do the repricing when the job 
is complete, not an independent board which by very definition knows 
nothing about the matter. 

Finally, I would point to the real reason the Defense Department 
requests an extension of the Renegotiation Act. It is a matter of a 
warped idea of public relations. As long as there is an act which says 
it is to prevent ‘‘excess profits” the Defense Department, badgered as 
it is by unfavorable publicity about its procurement practices, feels 
that it has a protection. It points to this act to reassure the public 
that there are no excess profits in military contracts. Not only is 
this label false, as I have pointed out, but this law is a procurement 
crutch—needed perhaps in the periods of crash procurement pro 
during war. In times of peace this crutch prevents the development 
of the sound procurement practices upon which defense procurement 
should stand if it is to be healthy. 

For the reasons set forth in the supplemental views to this report 
I feel constrained to express my strong reservations with respect to 
this legislation. It is my earnest hope that without delay more 
adequate pricing and procurement practices can be developed that will 
safeguard against excessive profits and at the same time correct the 
valid objections to, and the inherent weaknesses in the renegotiation 
process. 








FURTHER SUPPLEMENTAL VIEWS OF THE HONORABLE 
BRUCE ALGER 


I am opposed to the 4-year extension of the renegotiation authority 
as proposed in H.R. 7086. I have grave misgivings as to the need or 
wisdom of any extension of the authority contained in the Renegotia: 
tion Act of 1951, as amended, which under present law is scheduled 
to terminate with respect to receipts or accruals after June 30, 1959. 

My reservations are based on careful attention to the testimony 
of witnesses presented to the Committee on Ways and Means during 
the recent public hearings on this subject. I have also diligently 
studied the information presented to the committee in the executive 
sessions that followed the completion of the public hearings. There 
was no testimony presented nor information made available to the 
committee that justified the conclusion that the renegotiation process 
was fiscally or economically desirable as an aspect of our Nation’s 
defense program. 

The testimony by witnesses appearing before the committee pre- 
sented persuasive basic criticisms of the Renegotiation Act as it is 
presently administered. Throughout the committee’s consideration 
of this subject I unsuccessfully endeavored to obtain information from 

roponents of the legislation that would rebut these criticisms. The 
act that these serious objections to the act and its administration re- 
main unanswered compels me to the view that the present renegotia- 
tion law has outlived its usefulness as a safeguard against excessive 
profits. 1 would concede that some of these criticisms could have been 
met at least in part by the enactment of appropriate amendments. 

The membership of the House will ae have only limited 
opportunity to study the record of the public hearings held by the 
Committee on Ways and Means on the subject of renegotiation. 
Therefore, I feel obligated as one member of that distinguished 
committee to summarize the basic criticisms of the renegotiation 
pepeney that I believe were not satisfactorily answered nor remedied 

y any change proposed in the committee’s bill. These basic 
criticisms are set forth in the following paragraphs of these supple- 
mental views. In the concluding paragraphs of these views I will 
set forth my recommendations for the prevention of excessive profits 
derived from defense contracts without the patent disadvantages of 
continuing the renegotiation process. 

Renegotiation legislation is by its nature a temporary wartime 
measure and the valid justification that exists for its enactment in 
time of war fails to support its retention in time of peace. Under 
circumstances of war there are an absence of competition, a crash 
basis procurement program, and the hasty development of new 
products. Under existing circumstances we find that these justifying 
elements are not present; there is competition, there is careful and 
considered procurement, and new product development costs can be 
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separated from costs for production models of even new products for 
which incentive contracts can be originally negotiated. 

The Renegotiation Board is not following the intent and purpose of 
the act but is acting to recover “earned profits” that are not excessive 
in magnitude but were originally intended to be profit. It was 
charged that the renegotiation process provides too little “negotiation” 
with the result that a defense contractor is not given an adequate 
opportunity to rebut the summary findings by the Renegotiation 
Board. -Inadequate consideration is given to the experience of a 
defense contractor in years prior to a year being renegetiated and to 
the factors in prospect for subsequent years with the result that the 
isolated experience in a single year fails to take into account develop- 
ment years of little or no profits. The profit criteria set forth in the 
act to guide the Renegotiation Board in determining excessive profits 
are vague and inadequate. The failure of Congress to improve legis- 
latively on these criteria imposes on the Renegotiation Board members 
& requirement of omniscience that no man is capable of fulfilling. 

The economic implications of the renegotiation process raise serious 
question as to the probability that renegotiation impairs rather than 
improves the defense program. Renegotiation is detrimental to the 
long-range planning that is so essential for sound business continuation 
and growth. The process is self-defeating and ultimately rewards 
inefficiency instead of strengthening the incentive for efficiency and 
cost reduction. The efficient contractor who can earn more in non- 
defense fields, without the uncertainty created by the prospect of 
renegotiation, causes him to refrain from competing for defense con- 
tracts. The renegotiation process adds considerably to the produc- 
tion costs of a contractor in terms of recordkeeping expense and 
— costs. 

he renegotiation recapture of reasonable profits as distinguished 
from excessive profits denies to the defense industry an opportunit 
to expand through the retention of reasonable earnings an iceeh 
the attraction of new private capital investment with the result that 
there is added costs to the Government in providing investment 
capital. It is axiomatic that a dynamic growing industry requires a 
higher rate of reinvestment than is true in the case of a more stable 
seoliadtiwy. The Government planning and control of the means of 
production that results from Government capital investment is by 
definition antithetical to the free enterprise system under which this 
country has achieved its industrial preeminence. Such Government 
control is in fact socialism even though it is masqueraded under the 
guise of defense expediency. 

Renegotiation operates to the particular detriment of small business. 
Industrial growth and expansion on the part of small business are 
retarded by the added costs and delays in profit determination of 
sometimes as much as several years occasioned by renegotiation. 
The incentive and reward of efficiency are destroyed. The basic costs 
to small business such as wages are not subject to renegotiation. The 
impact of renegotiation on small business can be demonstrated by 
the fact that an amendment to existiny law raising the statutory 
minimum of renegotiable receipts or accruals from its present level 
of $1 million annually to $5 million would eliminate the need for 70 
percent of renegotiation but would exempt only 16 percent of the 
money involved. 
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It was contended by several witnesses that the Defense Department 
has the present ability to prevent excessive profits by utilizing the 
recognized skill of available procurement officers with their kno wlalien 
of{cost data and by the utilization of proper types of contracts involv- 
ing competitive bidding, price redetermination, and incentive reward 
for efficiency. 

These criticisms have convinced me that the harm that results from 
renegotiation outweighs any good that would be accomplished from 
the continuation of the present Renegotiation Act. The attempt to 
extend or amend the present act is like repairing the superstructure 
of a house which rests on a poor foundation. The extension of the 
act makes an admittedly bad situation worse by postponing the 
corrective action that is urgently needed and by further impairing 
our defense industrial potential. Under the present system there is 
waste to the Government and danger of the destruction of free 
enterprise. 

It is for these reasons that I was constrained to vote against favor- 
ably reporting the bill, H.R. 7086, to the House. 

My proposal for an alternative to the present renegotiation structure 
involves the following recommendations: 

First, I would propose that any renegotiating or contract adjustment 
should be done on behalf of the Department of Detenas by the original 
contracting officers who in my judgment are best informed with 
respect to the factors and considerations involved; 

Secondly, I would propose that in addition to price redetermination 
the Defense Department endeavor to award a greater volume of con- 
tracts pursuant to a system of competitive bidding and where that is 
not possible incentive type contracts should be utilized with the 
benefits of economy being appropriately shared by the Government 
and the efficient producer; 

Thirdly, I recommend that research and development contracts 
be treated differently from production model contracts so that original 
pricing can be more accurately determined with respect to the latter 
and appropriate incentives for efficiency and achievement can be 
established with respect to the former; 

Fourthly, I recommend that we undertake to encourage the utiliza- 
tion of private investment as a substitute for Government investment 
in defense activity; and 

Fifthly, there should be established a congressional committee or 
subcommittee to maintain continuing surveillance of defense con- 
tracting. 

I respectfully submit that if these improvements in defense con- 
tracting were inaugurated, we could avoid “excessive profits” in 
defense contracts without what I regard as the un-American renegotia- 
tion system. 

O 





